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MAKING  THE  FUTURE  WORK:  TECHNOLOGY, 
WORKERS  AND  THE  WORKPLACE 


THURSDAY,  JULY  1,  1993 

U.S.  Senate, 
Committee  on  Labor  and  Human  Resources, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:07  a.m.,  in  room 
SD-226,  Dirksen  Senate  Office  Building,  Senator  Harris  Wofford 
presiding. 

Present:  Senators  Wofford,  Kennedy,  Simon,  Bingaman,  and 
Kassebaum. 

Senator  Wofford.  This  hearing  will  come  to  order.  The  chair- 
man of  the  committee  will  forgive  me  for  being  late.  I  was  presid- 
ing at  the  Senate  and  my  relief  didn't  arrive,  and  I  have  made  a 
fast  pace  here  from  the  time  she  did. 

I  am  going  to  make  a  brief  opening  statement  and  then  invite  mv 
colleagues  to  make  their  introductory  remarks,  and  then  we  will 
move  on  to  this  very  interesting  panel  that  is  awaiting  us. 

Opening  Statement  of  Senator  Wofford 

Senator  Wofford.  The  subject  of  this  hearing  is  Making  the  Fu- 
ture Work:  Technology,  Workers  and  the  Workplace.  That  means 
that  this  hearing  is  about  jobs,  about  how  to  help  them  become 
more  productive  and  how  to  create  more  of  them.  It  is  about  Amer- 
ican manufacturers  and  workers  who  are  cooperating  to  modernize 
and  become  more  competitive,  and  how  those  success  stories  can 
become  more  the  rule  rather  than  the  exception  in  American  work- 
places. 

The  most  successful  firms  are  those  that  take  advantage  not  just 
of  new  technologies,  but  also  use  new  ways  to  organize  workers  and 
managers  to  put  technology  to  its  best  and  most  productive  use. 
Workplace  organization  is  essential  to  productivity,  profits  and  per- 
formance. Henry  Ford  understood  that.  He  didn't  invent  the  car, 
but  he  did  bring  mass  production,  that  new  process,  that  new  way 
of  organizing  the  workplace,  to  car  manufacturing. 

But  that  was  a  long  time  ago.  What  made  American  industry 
number  one  in  the  world  is  being  replaced  by  new  ways  of  doing 
business,  by  high-performance  work  practices,  by  workplaces  that 
not  only  implement  new  technologies,  but  pay  attention  to  the 
human  element  of  the  production  process. 

In  4V2  years  as  Pennsylvania's  Secretary  of  Labor  and  Industry, 
I  saw  many  American  firms  in  my  State  and  across  the  country 
that  have  implemented  these  high-performance  systems  with  tre- 
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mendous  success.  They  have  improved  their  international  competi- 
tiveness and  they  have  created  jobs.  I  have  also  seen  how  firms 
that  ignore  the  human  dimension  of  work,  even  when  they  have 
used  high-technology  machinery,  have  suffered.  So  the  key  to  fu- 
ture growth  and  international  economic  competitiveness  lies  not  in 
technology  alone,  but  in  advancing  new  work  systems,  in  training 
people  and  organizing  them  to  be  productive. 

Today,  we  are  going  to  hear  from  a  number  of  witnesses  about 
what  works  and  what  doesn't  work.  We  will  also  discuss  what  Gov- 
ernment can  do  to  encourage  the  adoption  of  high-performance 
work  practices  because  that  is  the  business  of  this  committee,  the 
business  we  should  be  in  in  this  area,  finding  ways  and  means  to 
help  American  industry  generate  new  jobs  and  new  opportunities 
for  American  workers  and  communities.  With  the  group  of  wit- 
nesses that  will  soon  be  accompanied  by  Secretary  of  Labor  Robert 
Reich,  I  expect  this  is  going  to  be  a  hearing  of  high  productivity 
and  high  performance. 

Mr.  Chairman. 

Opening  Statement  of  Senator  Kennedy 

The  Chairman.  Well,  the  committee  today  is  addressing  an  issue 
of  utmost  importance  to  the  future  of  the  American  economy,  revi- 
talizing our  industry  through  advanced  technology  in  the  work- 
place. I  want  to  commend  Senator  Wofford  for  his  leadership  on 
this  issue  and  for  chairing  the  hearing.  He  is  helping  to  ensure 
that  the  committee,  the  Senate  and  the  administration  deal  more 
effectively  with  the  issue. 

To  recover  its  vitality  and  competitiveness,  our  industries  must 
do  more  to  use  new  technology  in  the  workplace,  and  management 
must  include  workers  in  all  aspects  of  the  process.  American  work- 
ers are  still  the  most  productive  in  the  world,  but  other  countries, 
especially  Japan  and  Germany,  have  done  a  better  job  modernizing 
their  industries.  America  is  still  the  world  leader  in  basic  research, 
but  we  lag  behind  in  adopting  technology  to  the  workplace. 

German  and  Japanese  firms  invest  far  more  than  U.S.  firms  on 
worker  training.  They  spend  more  time  in  providing  orientation  for 
workers,  teaching  basic  reading  and  math  skills  and  providing  con- 
tinuous training  in  problem-solving  and  technology  design  and  im- 
plementation. To  remain  competitive  in  the  world  market  and  re- 
tain well-paid,  high-skill  jobs,  we  must  incorporate  these  practices 
in  our  own  workplaces. 

We  have  situations  where  in  most  of  the  European  countries, 
these  kinds  of  issues  are  basically  off  the  table  in  terms  of  politics. 
Across  the  political  spectrum,  there  is  support  for  these  kinds  of  ar- 
rangements— the  continuing  training,  the  investment  in  people,  the 
investment  in  machinery.  Tney  have  high  wages,  high  skills.  About 
33  percent  of  the  German  economy  is  manufacturing,  as  compared 
to  a  little  more  than  a  half  of  that,  and  declining,  in  terms  of  the 
United  States. 

So  there  are  some  important  lessons  we  learn  from  this  group  of 
companies  and  workers  this  morning.  We  will  hear  from  those  who 
are  really  doing  the  kinds  of  things  that  hopefully  we  can  replicate 
across  the  country.  Our  witnesses  today  understand  the  importance 


of  effective  worker  involvement  in  the  use  of  new  machinery,  the 
adapting  of  old  machinery,  and  the  reorganization  of  work. 

The  industries  represented  here  range  from  small  companies  of 
230  workers,  like  Web  Industries,  with  its  headquarters  and  plant 
in  Massachusetts,  to  companies  like  Corning  Inc.,  with  33,000  em- 
ployees. They  include  unionized  worksites,  like  Corning  and  Detroit 
Diesel,  which  have  established  labor-management  committees  to 
address  worker  involvement.  Web  Industries,  which  is  not  union- 
ized, also  has  a  strong  and  ongoing  commitment  to  such  involve- 
ment. 

I  think  when  we  get  this  kind  of  cooperation,  it  is  going  to  have 
spillover  as  well  in  terms  of  health  and  safety  issues.  At  the  com- 
mittee's May  14  hearing  on  national  skill  standards,  Harr 
Featherstone,  who  spoke  from  the  National  Association  of  Manufac- 
turers, pointed  out  the  dramatic  reduction  in  workers'  compensa- 
tion for  his  company,  Will-Durt,  because  they  were  able,  with  the 
joint  partnership,  to  identify  the  areas  that  really  provided  dangers 
in  terms  of  the  employees.  Working  together,  workers  and  manage- 
ment were  able  to  provide  very  substantial  savings  to  the  company. 
So  this  kind  of  cooperative  effort  is  something  that  we  want  to  real- 
ly try  and  find  ways  of  supporting. 

These  companies  and  their  workers  are  real-life  success  stories 
from  the  shop  floor  on  these  issues.  The  legislation  we  are  consider- 
ing today  is  designed  to  encourage  this  process  and  help  the  Nation 
develop  a  more  productive,  technologically-advanced  and  competi- 
tive workplace. 

We  are  also  honored  that  Secretary  Reich  is  testifying  in  support 
of  this  approach,  and  we  look  forward  to  working  closely  with  the 
administration  in  developing  these  ideas. 

I  want  to  apologize  to  our  Chair  this  morning.  We  have  Mr.  Lee 
who  is  up  for  confirmation  on  the  floor  and  his  nomination  is  being 
challenged,  so  I  will  have  to  go  to  the  floor  shortly.  But  I  will  look 
forward  to  reading  the  testimony  and  studying  the  record  of  today's 
hearings. 

I  thank  you  again,  Mr.  Chairman. 

Senator  Wofford.  Thank  you. 

Senator  Kassebaum. 

Opening  Statement  of  Senator  Kassebaum 

Senator  Kassebaum.  Thank  you.  I  would  like  to  ask  that  my  full 
statement  be  made  part  of  the  record. 

Senator  Wofford.  It  will. 

Senator  Kassebaum.  Senator  Wofford  brings  a  great  understand- 
ing and  caring  about  the  workplace  and  the  work  force,  so  I  think 
this  is  a  very  important  hearing.  As  both  Senator  Wofford  and  Sen- 
ator Kennedy  have  said,  we  are  being  challenged  today,  and  I  agree 
with  many  of  the  things  they  have  said. 

I  am  absolutely  convinced  that  we  are  engaged  in  a  difficult  but 
entirely  winnable  fight  in  the  global  marketplace,  but  in  order  to 
prevail,  we  have  to  acknowledge  that  there  are  different  ways  to 
view  the  working  relationships  that  we  have  had,  and  we  have  to 
be  willing  to  be  constructive  and  innovative  and  perhaps  take  some 
risks  in  addressing  these  new  situations. 


I  would  like  to  mention  a  situation  that  has  troubled  me  and  one 
which  I  would  like  to  explore  a  bit  in  some  of  the  questioning,  a 
decision  called  Electromation,  which  was  handed  down  by  the  Na- 
tional Labor  Relations  Board  at  the  end  of  1992.  That  decision 
threatens  the  ability  of  workers  to  have  an  employer-and-employee 
relationship.  It  has  had  a  chilling  effect  on  what  indeed  might  be 
a  proper  relationship. 

In  that  decision,  it  was  decided  that  that  particular  situation 
constituted  an  employer-dominated  involvement  program,  and 
therefore  the  employer  and  its  employees  could  not  meet.  It  has  al- 
ways been  held  that  where  the  employees  could  meet  to  discuss 
with  management  wages,  hours,  or  terms  and  conditions  of  employ- 
ment, it  would  violate  Federal  labor  law.  I  think  that  it  leaves  very 
unclear,  then,  what  kind  of  relationship,  what  kind  of  employer 
and  employee  teams  can  be  put  together. 

I,  as  vou  perhaps  know,  Senator  Wofford,  have  introduced  legis- 
lation that  I  would  hope  could  clarify  this.  We  need  to  clarify  wnat 
kind  of  initiatives  can  be  put  together  in  an  employee-employer  re- 
lationship that  is  not  going  to  be  called  into  question. 

This  is  an  important  hearing,  Mr.  Chairman,  and  I  really  believe 
that  you  are  focusing  on  an  issue  that  is  very  important  for  us  as 
we  engage  in  the  challenges  in  the  global  marketplace. 

Thank  you. 

[The  prepared  statement  of  Senator  Kassebaum  follows:] 

Prepared  Statement  of  Senator  Kassebaum 

Mr.  Chairman,  one  of  the  most  important  issues  facing  our  coun- 
try right  now  is  improving  our  Nation's  economic  competitiveness. 
Our  business  community  is  engaged  in  a  difficult  yet  entirely  win- 
nable  fight  for  economic  success  in  the  global  marketplace.  Amer- 
ican companies  have  used  a  variety  of  strategies  to  survive,  but 
there  are  some  common  themes  that  are  beginning  to  emerge. 

One  such  theme  is  that  an  employer's  work  force  must  De  man- 
aged and  utilized  effectively.  Workers  represent  an  important  re- 
source. Their  knowledge,  skills,  and  experience  must  be  harnessed 
and  appropriately  channeled  if  employers  are  to  compete  effec- 
tively. One  way  to  tap  that  vast  resource  is  through  employee  in- 
volvement programs  such  as  quality  circles  and  employee 
empowerment  committees. 

Mr.  Chairman,  workers  have  an  important  contribution  to  make 
when  employers  bring  new  technology  into  the  workplace.  They 
have  suggestions  for  training  on  new  equipment,  methods  to  use 
new  equipment  effectively,  and  procedures  to  integrate  technology 
into  the  manufacturing  process. 

Unfortunately,  our  current  Federal  labor  law  gravely  threatens 
the  ability  of  workers  to  make  many  of  these  contributions.  The 
National  Labor  Relations  Board  (NLRB)  recently  held  in  its 
Electromation  decision  (Dec.  1992)  that  an  employer  s  employee-in- 
volvement committees  violated  the  National  Labor  Relations  Act 
(NLRA).  In  that  case,  after  experiencing  financial  problems,  a 
small  electronics  manufacturer  created  employee  committees  to  dis- 
cuss with  management  pay  progression,  attendance,  and  no  smok- 
ing policies.  These  committees  met  for  about  6  weeks  and  partici- 
pants exchanged  a  number  of  proposals. 


The  Board  found  that  the  employee  committees  constituted  "em- 
ployer-dominated labor  organizations"  in  violation  of  the  NLRA.  In 
effect,  the  Board  held  that  any  employee-involvement  program 
where  employees  meet  to  discuss  with  management  wages,  hours 
or  terms  and  conditions  of  employment  would  violate  Federal  labor 
law.  The  result  may  be  that  tne  types  of  cooperative  efforts  we  are 
discussing  this  morning  are  prohibited  by  Federal  law. 

Mr.  Chairman,  our  Federal  labor  laws,  written  in  the  1930's,  as- 
sume that  the  interests  of  workers  and  management  are  adverse 
to  each  other.  That  may  have  been  the  case  50  years  ago,  but  it 
is  not  the  case  today. 

In  response  to  the  Electromation  decision,  I  have  introduced, 
along  with  Senators  Jeffords,  Thurmond,  Gregg,  Hatch,  Gorton, 
and  Danforth,  the  Teamwork  for  Employees  ^nd  Management 
(TEAM)  act,  S.  669,  which  creates  a  safe  harbor  in  our  Federal 
labor  laws  for  quality  circles  and  employee  involvement  programs. 

As  this  committee  investigates  methods  for  bringing  employees 
into  the  decision  making  process  for  selecting  and  implementing 
new  workplace  technologies,  I  suggest  that  we  pay  particular  atten- 
tion to  the  chilling  effect  that  the  Electromation  decision  has  had 
on  employee-involvement  programs.  We  need  to  pass  the  TEAM  act 
quickly  in  order  to  assure  that  these  programs  move  forward. 

Senator  Wofford.  Thank  you.  You  may  wish  to  question  Sec- 
retary Reich  about  the  Commission  that  he  has  set  up  to  look  at 
the  future  of  labor-management  cooperation — 10  outstanding  peo- 
ple in  this  field — and  he  may  have  some  comment  on  that. 

Before  we  begin  I  have  a  statement  from  Senator  Bingaman  to 
be  inserted  in  the  record. 

[The  prepared  statement  of  Senator  Bingaman  follows:] 

Prepared  Statement  of  Senator  Bingaman 

Thank  you.  I  commend  the  Senator  from  Pennsylvania  for  spon- 
soring this  legislation  as  well  as  chairing  this  hearing.  In  my  two 
terms  in  the  Senate,  and  especially  through  my  work  on  the  Armed 
Services  Committee,  I  have  sought  to  enhance  the  opportunities  of- 
fered to  our  Nation  by  technology,  and  the  Federal  Government's 
role  in  fostering  those  opportunities. 

In  the  course  of  that  work,  I  have  come  to  the  conclusion  that 
it  is  very  important  how  technology  is  deployed.  If  we  use  tech- 
nology to  increase  productivity  and  competitiveness,  then  tech- 
nology is  good  for  economy,  workers,  and  employers.  In  this  in- 
stance, technology  empowers  workers,  and  can  help  us  translate  in- 
creases in  productivity  into  increases  in  wages  and  our  standard  of 
living 

Unfortunately,  we  have  not  always  used  technology  to  enhance 
jobs.  Too  often,  we  use  technology  to  "dumb  down"  jobs,  allowing 
skilled  workers  to  be  replaced  with  minimum  wage,  unskilled 
labor.  Clearly,  this  result  snould  not  be  our  goal  in  employing  tech- 
nology. 

I  am  encouraged  by  the  fact  that  some  employers,  along  with 
most  labor  organizations,  realize  that  technology  is  better  used  to 
enhance  and  expand  worker  skills.  The  question,  of  course,  is  how 
we  create  high-performance  workplaces  that  use  technology  in  this 
manner.  I  believe  that  some  of  the  people  testifying  before  this 
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committee  have  some  of  the  answers  to  that  question.  I  also  believe 
that  there  is  still  more  to  learn  about  using  technology  to  benefit 
workers  and  our  economy. 

I  believe  that  the  S.  1020,  sponsored  by  Senator  Wofford,  could 
help  us  get  some  of  those  answers  by  providing  funding  for  the  de- 
velopment of  high  performance  workplaces  and  dissemination  of 
best  practices.  I  look  forward  to  the  testimony  we  will  hear  this 
morning. 

Senator  Wofford.  Now,  we  are  going  to  go  from  Norman  Garrity 
across  the  panel,  about  5  minutes  each,  and  then  time  for  us  jointly 
to  talk  and  for  us  to  question  you  and  for  you  to  talk  among  your- 
selves. 

Norman  Garrity  is  the  executive  vice  president  for  the  specialty 
material  group  of  Corning  Inc.  in  Corning,  NY.  If  I  haven't  stated 
your  post  adequately,  please  bring  us  up  to  date,  but  most  of  all 
tell  us  what  you  are  doing. 

STATEMENTS  OF  NORMAN  E.  GARRITY,  EXECUTIVE  VICE 
PRESIDENT,  SPECIALTY  MATERIALS  GROUP,  CORNING  INC., 
CORNING,  NY;  WILLIAM  N.  BRONSON,  PRESIDENT,  LOCAL 
63G,  ALUMINUM,  BRICK  AND  GLASS  WORKERS  INTER- 
NATIONAL UNION,  CHARLEROI,  PA;  CHARLES  EDMUNSON, 
VICE  PRESDDENT,  WEB  INDUSTRffiS,  WESTBOROUGH,  MA; 
ROBERT  ZICARO,  MACHINE  OPERATOR,  WEB  CONVERTING, 
INC.,  FRAMINGHAM,  MA;  AND  PAUL  F.  WALTERS,  SENIOR 
VICE  PRESDDENT  FOR  ADMINISTRATION,  DETROIT  DIESEL 
CORP.,  DETROIT,  ML  ACCOMPAMED  BY  JIM  BROWN,  CHAIR- 
MAN, LOCAL  163,  UNITED  AUTOMOBD^E,  AEROSPACE,  AND 
AGRICULTURAL  IMPLEMENT  WORKERS  OF  AMERICA,  DE- 
TROIT, MI 

Mr.  Garrity.  Thank  you.  Good  morning.  My  name  is  Norm 
Garrity.  I  am  here  today  representing  multiple  roles.  I  am  an  offi- 
cer of  Corning  Inc.  I  am  a  former  plant  manager  of  the  Charleroi 
plant,  which  is  just  south  of  Pittsburgh,  and  I  am  the  representa- 
tive of  33,000  employees  in  about  30  plants  in  the  United  States 
and  I  am  one  of  the  first  corporate  board  members  of  the  Work  and 
Technology  Institute. 

Comings  commitment  to  an  improved  workplace  environment 
began  in  1983  when  we  launched  our  total  quality  effort.  We  initi- 
ated a  quality  college  within  our  own  company  to  train  all  of  our 
employees  on  our  total  quality  process,  and  then  we  implemented 
the  principles  of  total  quality  management.  In  1985,  we  started  our 
workplace  partnership  effort,  which  fit  perfectly  and  is  an  integral 
component  of  our  total  quality  approach. 

Based  on  Coming's  worker  participation  successes,  we  fully  sup- 
port S.  1020.  A  key  example  is  our  Charleroi,  PA,  plant,  which 
traces  its  history  back  100  years.  We  were  able  to  avoid  a  plant 
shutdown  and  actually  increase  employment  by  applying  the  con- 
cepts described  in  the  proposed  legislation. 

We  started  a  re-design  of  our  plant  with  factory  union  employees 
working  hand  in  hand  with  our  technical  employees  and  accom- 
plished out  of  that  first  experience  in  1985  the  stopping  of  the  relo- 
cation of  the  product  line  to  Far  East  suppliers.  It  was  a  powerful 


experience,  and  in   1986  significant  changes  were  accomplished 
with  a  major  new  investment  in  capital  for  new  technology. 

In  1988,  the  value  of  this  new  union-management  partnership 
was  again  demonstrated  with  the  approval  of  a  $20  million  facility 
and  250  additional  new  jobs.  This  was  a  cooperative  effort  of  the 
Aluminum,  Brick  and  Glass  Workers  Union,  Corning  Inc.,  the 
State  of  Pennsylvania,  and  local  government  authorities. 

Extensive  research  was  conducted  at  that  time  on  the  best  prac- 
tices in  the  United  States  and  in  the  world  and  many  of  the  con- 
cepts that  originated  from  the  very  successful  Corning  and  Amer- 
ican Flint  Glass  Workers  model  plant  in  Blacksburg,  VA. 

A  few  of  the  key  principles  adopted  by  Charleroi  were  the  cre- 
ation of  integrated  goals  and  values,  a  commitment  to  business  suc- 
cess, an  increased  customer  emphasis,  providing  the  opportunity 
for  everyone  to  maximize  their  growth  potential,  demonstrating  a 
committed  labor  and  management  team  effort,  having  everyone  De- 
come  members  of  self-directed  work  teams,  and  finally  sharing  in 
the  decisionmaking  process  and  also  the  responsibilities. 

We  instituted  education  and  training  programs  with  the  assist- 
ance of  the  local  university  and  government  agencies.  They  were 
directed  at  participation  skills,  group  dynamics,  problem-solving, 
and  total  quality  concepts  which  included  statistical  process  control 
and  other  required  technical  skills. 

Coming's  technical  personnel  were  able  to  identify  and  procure 
state-of-the-art  technology  for  the  new  factory.  This  included  some 
very  complex  computer-controlled,  integrated  systems,  so  a  high 
level  of  skills  were  now  required  for  the  new  operations. 

The  short-term  results  were  very  positive.  The  new  facility  had 
a  successful  start-up  in  1989  and  achieved  its  productivity  goals 
ahead  of  schedule.  Costs  were  reduced  40  percent,  while  we  up- 
graded quality.  Charleroi  had  now  become  a  viable  global  competi- 
tor with  an  improved  work  environment. 

The  story  doesn't  end  there.  In  fact,  during  the  past  4  years,  the 
Charleroi  team  has  continued  to  demonstrate  the  power  of  their 
new  approach.  Just  a  few  of  the  highlights:  they  developed  a  fast- 
track  schedule  for  new  materials  technology.  This  was  in  response 
to  an  FDA  ruling,  and  the  employees,  technical  personnel  and  the 
key  suppliers  together  developed  lead-free  products  and  provided 
the  customer,  who  was  the  consumer,  a  safer  product  at  no  addi- 
tional cost. 

They  also  achieved  record-high  productivity  and  quality  in  the 
plant's  other  manufacturing  operations.  They  restored  wage  conces- 
sions made  in  1986,  and  the  employee  level  increased  to  over  750 
employees  and  they  are  no  longer  on  the  endangered  list.  This 
Charleroi  story  is  one  of  our  30  plant  stories  where  we  can  really 
repeat  the  same  kind  of  performance. 

In  summary,  let  me  congratulate  Senator  Wofford  and  his  col- 
leagues for  developing  S.  1020  and  beginning  to  move  it  forward 
with  today's  hearing.  Corning  Inc.  is  happy  to  lend  our  support  to 
this  initiative,  and  we  look  forward  to  working  with  you,  Senator 
Wofford,  and  others  in  Congress  in  helping  to  move  S.  1020  suc- 
cessfully through  the  legislative  process.  It  really  does  deserve  pri- 
ority attention  from  Congress  and  the  executive  branch. 

I  thank  you. 
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[The  prepared  statement  of  Mr.  Garrity  follows:] 

Prepared  Statement  of  Norman  E  Garrity 

Good  morning.   My  name  is  Norm  Garrity. 

As  Executive  Vice  President  of  Coming  Incorporated,  I  am  here  today  representing 
our  15,000  USA  based  manufacturing  employees. 

Coming  is  a  $4  billion  corporation  headquartered  in  New  York  state  with  25  plants 
operating  in  the  USA.  We  also  operate  on  a  global  basis  but  I  want  to  focus  on 
our  USA  operations. 

In  1983,  Coming  made  the  commitment  to  agressively  implement  the  principles  of 
Total  Quality  Management.   It  was  our  belief  that  these  concepts  would  enable 
the  Corporation  to  meet  the  requirements  of  the  changing  marketplace,  the  changing 
expectations  of  our  people,  and  the  requirement  of  improving  profitability    Ten  years 
later,  we  remain  convinced  that  Total  Quality  Management  is  critical  to  successfully 
competing  in  today's  global  markets.  We  also  have  come  to  understand  that 
Workforce  Participation  is  an  integral  component  of  Total  Quality  Management. 

My  personal  commitment  and  responsibility,  as  an  Officer  of  the  Corporation,  is  to 
continue  emphasizing  the  participation  of  our  entire  workforce  or,  as  we  titled  it, 
"Workforce  Partnership"    We  have  had  successes,  as  illustrated  by  the  recognition 
received  by  our  Blacksburg,  Va.  plant  (please  note  the  attached  August  2,  1992, 
Washington  Post  article)  ,  but  I  intend  to  insure  that  every  Corning  facility  achieves  its 
potential  by  utilizing  the  principles  of  Total  Quality  Management  and  Worker 
Participation 

'  am  also  one  of  the  first  corporate  board  members  of  the  Washington  based  Work 
and  Technology  Institute  and  endorse  their  efforts  in  conducting  research  and 
providing  the  required  education  to  increase  the  USA's  competitiveness. 
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The  balance  of  my  comments  today  are  in  support  of  the  proposed  S.1Q20  BUI  I  am 
convinced  that  the  concept  of  Worker  Participation  is  critical  to  competing  in  today's 
global  marketplace. 

It  is  my  intent  to  relate  to  this  committee  my  personal  experience  on  how  unions, 
companies,  communities,  and  governmental  agencies  working  together  can  create  a 
competitive  workplace  environment  For  Coming,  this  happened  in  Southwestern 
Pennsylvania  and  resulted  in  increased  employment  levels  and  a  more  secure  future 
for  the  employees  of  our  Chaheroi,  Pa.  Plant 

The  Chaheroi  operation  today  is  a  key  participant  in  Coming's  Consumer  Products 
business  network.   It  produces  Pyrexft  ovenware,  tableware  for  commercial 
installations,  and  cups  for  the  Corelle*  business.   Its  future  wasn't  as  bright  ten  years 
ago. 

The  factory  is  located  approximately  25  miles  south  of  Pittsburgh  in  the  Monongaheia 
Valley    In  the  early  1900's,  the  primary  employers  of  this  area  were  steel  and  coal 
companies  and  the  union-company  relationships  were  normally  adversarial    In  fact, 
the  majority  of  our  neighbors  have  terminated  their  operations  because,  in  most  cases, 
they  were  unable  to  compete  in  today's  marketplace 

This  factory  traces  its  history  back  100  years  to  1893  when  it  first  produced  lantern 
chimneys    Coming  Incorporated  acquired  this  facility  in  1936  and  has  operated  it  as  a 
part  of  its  Consumer  business. 

I  would  now  Hke  to  describe  the  recent  history  of  this  operation  and  how  changes  in 
the  workplace  environment  saved  this  factory  from  shutdown. 

Employment  peaked  at  approximately  1100  during  the  1970s    But  unfortunately,  the 
operation  was  not  competitive,  labor  relations  were  strained,  facilities  were  becoming 
outdated,  and  work  practices  were  a  problem.   Corning  and  the  Aluminum,  Brick  and 
Glassworkers  Union  met  numerous  times,  but  the  situation  remained  troubled.  Those 
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times  still  remain  dear  to  me  because  I  was  Plant  Manager  there  from  1976  to  1978.  It  was 
obvious  that  workplace  changes  and  significant  investments  were  required  or  the  factory 
would  terminate  operations,  but  we  were  unable  to  agree  on  the  needed  changes. 

The  mid  1980's  became  the  critical  years.   Employment  had  declined  to  approximately 
450  and  operations  were  being  shut  down  routinely.   The  future  was  very  unsure  and 
Coming  was  evaluating  numerous  alternatives  for  this  business.  They  included  a  total 
shutdown  1 1 

in  1985,  the  local  union  officers  and  plant  management  traveled  to  Coming,  New  York,  for  a 
meeting  with  the  Chairman  of  the  Corporation,  Mr.  James  Houghton    They  personally 
committed  all  the  employees  of  Charteroi  to  doing  whatever  was  required  to  making  the  plant 
competitive  and  keeping  the  plant  open.  This  first  step  began  the  series  of  events  that  saved 
the  factory. 

The  initial  results  of  this  new  attitude  were  demonstrated  in  1985  with  the  development 
of  a  new  technical  glass  composition  for  Corelle®  cups    The  factory  union  workers 
were  committed  to  the  successful  development  of  this  new  material.  They  spent  many 
long  hours  in  cross-functional  teams,  resolving  the  problems  and  determining  the  next 
appropriate  steps.  They  created  the  new  manufacturing  process  and  their  "hands  on" 
expertise  and  involvement  in  conjunction  with  the  technological  knowledge  of  our 
corporate  scientists,  made  the  difference.  This  was  one  of  their  first  experiences  in 
how  the  principles  of  TQM  and  Worker  Participation  work  together  to  create  a 
business  advantage. 

A  new  spirit  was  beginning  to  be  felt  as  this  group  stopped  the  relocation  of  the 
product  line  to  Far  East  suppliers.  The  team  had  earned  its  first  group  victory  and 
began  to  understand  the  power  of  the  concept  and  the  importance  of  creating  a  new 
environment. 
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The  workplace  changes  accelerated  with  the  actions  taken  dunng  the  1986  labor 
contract  negotiations.  The  goals  of  those  negotiators  were  to: 

-  improve  our  ability  to  compete 

-  protect  the  factory  jobs 

-  attract  future  business  and  create  additional  jobs 

The  significant  changes  were  wage  and  work  practice  concessions  by  union 
employees  and  Coming  agreeing  to  invest  $8,000,000  in  capital  for  new  technology. 
Both  groups  committed  to  increasing  the  efforts  directed  at  implementing  the  concepts 
of  Total  Quality  Management  and  Workforce  Partnership  (employee  participation). 
The  positive  trend  was  now  accelerating  and  future  growth  opportunities  began  to 
appear 

In  1988,  the  value  of  this  new  union-management  partnership  was  again 
demonstrated.  That  spring,  we  announced  and  began  construction  of  a  new 
$20,000,000  facrlrty .  This  was  a  major  commitment  to  the  plants  future  and  directed 
at  creating  approximately  250  new  jobs.  This  was  a  cooperative  effort  of  the 
Aluminum,  Brick  and  Glassworkers  union,  Coming  incorporated,  the  state  of 
Pennsylvania,  and  local  governmental  authorities 

This  major  initiative  was  focused  on  two  key  goals: 

-  creating  a  cooperative  work  environment  based  on  the  pnnaples  of  Total 

Quality  and  Workforce  Partnership 

-  obtaining  the  best  manufacturing  equipment  and  technology  available 


The  commitment  to  a  new  work  environment  became  the  cornerstone  of  the  future 
operating  relationships.   Extensive  research  was  conducted  on  the  best  practices  in 
the  USA  and  many  of  the  concepts  utilized  at  the  very  successful  Coming  and 
American  Flint  Glassworkers  model  plant  in  Blacksburg,  Va.  were  incorporated. 
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A  few  of  the  key  principles  adopted  by  Charieroi  were: 

-  creation  of  integrated  goals  and  values 

-  commitment  to  business  success 

-  increased  customer  emphasis  • 

-  providing  the  opportunity  for  everyone  to  maximize  their  growth  potential 
•  demonstrating  committed  labor  and  management  team  effort 

-  having  everyone  become  members  of  self-directed  work  teams 

-  sharing  in  the  decision  making  process  and  responsibilities 

Lengthy  education  and  training  programs  were  conducted  with  the  assistance  of  the 
local  university  and  governmental  agencies.  They  were  directed  at  participation 
skills  (group  dynamics,  problem  solving,  etc.).  Total  Quality  concepts  (statistical  process 
control),  and  the  required  technical  skills. 

Coming's  corporate  technical  personnel  were  able  to  identify  and  procure  "state  of  the 
art"  technology  for  the  factory.  This  included  very  complex  computer  controlled 
integrated  systems.   Higher  levels  of  skills  were  now  required  for  the  new  operation. 

The  short  term  results  have  been  very  positive.  The  new  facility  had  a  successful  startup  in 
1989  and  achieved  its  productivity  goals  ahead  of  schedule.  They  were  able  to  reduce  the 
cost  of  the  product  40%  while  also  upgrading  the  quality.  They  had  become  a  viable  global 
competitor  with  an  improved  work  environment 

The  story  doesnl  end  with  those  successes.   In  fact,  during  the  past  four  years,  the  Charieroi 
team  has  continued  to  demonstrate  the  power  of  their  new  approach    The  following  are  a 
few  highlights: 

-  achieved  record  high  productivity  in  the  plant's  other  major  manufacturing  operations 

-  restored  the  wage  concessions  made  in  1 986 

-  developed  on  a  "fast  track"  schedule  a  new  materials  technology.   In  response 

to  a  recent  FDA  ruling,  the  employees,  in  conjunction  with  corporate 
technical  personnel  and  key  localsuppliers.  developed  lead-free  products 
This  crossfunctional  team  provided  for  their  customer,  the  consumer,  a 
safer  product  at  no  additional  cost 
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initiated  a  total  plant  effort  directed  at  redesigning  the  entire  manufacturing 
operation  to  achieve  the  following  high  performance  work  system  goals: 

1 .  Increased  workforce  stability 

* 

2.  Improved  communications 

3.  Continue  the  development  of  team  and 

employee  involvement 

4.  Recognize  and  reward  deserving  employees 

5.  Continue  to  improve  the  factory  productivity  and 

product  quality 


6.  Increase  the  effectiveness  of  the  training  efforts 

7.  Demonstrate  an  increased  commitment  to  the  success 

of  the  business  and  their  quality  of  the  work  environment 


This  plant,  located  in  Western  Pennsylvania,  has  changed  their  traditional  way  of  doing 
business  and  is  successfully  competing  in  a  global  marketplace    Their  employment  level 
has  increased  to  over  750  and  they  am  no  longer  on  the  endangered  list  They  have 
become  a  model  for  the  Pittsburgh  area  and  have  provided  economic  stability  for  the 
Charteroi  community.  They  have  built  their  future  on  mutual  trust,  new  technology,  and 
an  efficient  work  environment. 

Based  on  my  personal  experiences,  I  recommend  that  this  Senate  Committee  support  this 
bill  and  create  more  examples  like  the  one  I  have  described. 

Turning  from  Coming's  experience  to  the  bill  which  is  the  subject  of  today's  hearings, 
S  1020.  We  are  very  encouraged  by  this  Congressional  initiative  in  support  of  more 
effective  workplaces. 

The  American  Workforce  Technoioov  Skills  Enhancement  Act  provides  much  needed 
support  for  organizations  concerned  with  workforce  education  and  training  to  develop 
programs  that  will  expand  and  enhance  industry  efforts  toward  workplace  modernization. 
This  bill  property  recognizes  that  while  new  technology  is  Important,  its  successful 
implementation  can  not  be  achieved  without  updating  workplace  practices  and  work. 
organization. 
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S.  1020  particularly  emphasizes  the  importance  of  worker  and  union  participation  in  working 
jointly  with  management  to  assess  current  practices  in  all  these  areas  and  then  to  evaluate, 
develop,  select  and  Implement  the  most  effective  choices.  The  experience  of  Coming  and 
other  companies  shows  that  worker  participation  leads  to  the  development  and  efficient 
implementation  of  the  most  effective  workplaces.  When  change  is  approached  in  this 
manner,  the  resulting  process  maximizes  efficiency,  quality,  flexibility,  and  quick  response 
to  customer  needs.  In  addition  to  improvement  in  all  these  areas,  along  with  jobs  that  are 
higher  skilled,  more  interesting,  more  productive,  and  more  secure. 

S.  1020  establishes  the  first  federal  programs  for  developing  skills  within  the  current 
workforce  to  enable  a  high  level  of  effective  worker  and  union  participation  in  achieving 
these  much  needed  transformations.  The  knowledge  and  skins  workers  need  to  actively 
promote  this  kind  of  workplace  modernization  should  be  developed  first  in  the  current 
workforce.  Worker  education  and  training  are  needed  to  achieve  these  goals,  as  Coming's 
experience  amply  demonstrates. 

The  potential  of  the  impact  of  S.1020  creates  a  powerful  vision.  Imagine  how  these 
capabilities  for  pro-active  worker  and  union  participation  might  affect  the  competitive  posture 
of  American  companies  -  and  their  workers  -  if  these  skills  and  knowledge 
were  broadly  disseminated  throughout  the  work  force. 

We  feel  that  all  the  elements  of  S.  1020  deserve  broad  endorsement: 

(1)  The  development  of  education  and  training  programs  within  universities  and 
colleges,  workplace-oriented  non-profit  organizations,  labor-management 
committees  and  unions;  and 


(2)   Developing  and  disseminating  benchmarks  on  best  practices  for  worker 
participation  in  the  assessment,  evaluation,  development,  selection  and 
implementation  of  new  technologies,  advanced  workplace  practices,  and  new 
forms  of  work  organization. 
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Let  me  add  a  word  on  benchmarking.  Coming,  along  with  other  companies,  must  took  to 
the  most  effective  practices  in  use  around  the  world  in  order  to  maintain  our  competitive 
edge.  This  is  true  for  product  and  production  technologies  but  also  for  workplace  practices 
and  work  organization.  The  benchmarking  provisions  of  S.1020  will  provide  resources  to 
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educators  and  labor  organizations  on  issues  of  worker  participation,  new  workplace 
technologies,  skill  assessment  and  selection  of  training  resources,  workplace  practices  and 
work  reorganization.   Let  me  assure  you  that  managers  in  firms  trying  to  maintain  a  world 
class  competitive  position  will  also  benefit  from  tapping  into  the  benchmarking  data  bases  to 
be  established  under  this  bML  Practical  examples  from  highly  effective  corporations  are 
powerful  toois  for  promoting  workplace  change,  when  they  are  available  to  both  workers  and 
managers. 

In  summary,  let  me  again  congratulate  Senator  Wofford  and  his  colleagues  for  developing 
$.1020  and  beginning  to  move  it  forward  with  today's  hearing.   Coming  Incorporated  is 
happy  to  lend  our  support  to  this  initiative.  We  took  forward  to  working  with  you,  Senator 
Wofford,  and  others  in  congress  in  helping  move  S.1020  successfully  through  the  legislative 
process.   It  deserves  priority  attention  from  Congress  ?nd  the  executive  branch. 
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A  New  Breed  On  The  Link 

FACTORIES  OF  FUTURE  WILL  HAVE  OOOD  JOBS—  FOR  THE  QUALIFIED  FEW 


Br  Frank  Svobodi 


HAOCSBURG.  Va. 

Meet  Kern  FVtaiog.  the  new 
Assericao  factory  warier. 
AX  24.  FVaniog  hs*  i  **- 
verarty  degree  in  siai*  m 
■ihiiw»1i  ■rtmi.  three  atsa- 
da  t*  defrsa  from  •  aesrbr 
uaiumauty  cufc+e  and  I  cennwiing  future 
as  s  produrt»o  bar  worker  at  Coroinf  Inc'i 
new  ceramics  ptart  here  d  the  New  River 
Valley. 

Far  the  edaca  lion-minded  rVsuaf.  the 
factory  job  ia  wythasf  bat  a  ooasedown.  In 
1989.  he  ru  one  of  150  people  hired  or 
Cormni  from  more  than  8,000  anpliranH  *f- 
ter  week*  of  testing  and  interview*.  Fleming 
had  to  paaa  a  math  test.  wnu  aa  easar.  un- 
dergo lengthy  aeuioat  that  aaaeaaed  hi) 
couurmniqiiona  akila  and  uUsl  to  a  Batf- 
dar  "trrouf  to  ace  how  he  worked  with  oth- 
er crnptorec*. 

Now  Fkmn|  ia  part  of  an  emerging  ekte 
wfchia  the  ahrmaaag  Aasencan  annufactur- 
*X  work  lore*.  Aa  cojaasniei  audi  a*  Cor- 
ssag  tear  ap  to  lac*  a  competitive,  oasEty- 
,  tbey  are  tununa;  to 


asdani  nil  I  ants  tead- 

t        a    antn-paid. 

he 


corcjMowa,  aaasasssa*  aridirtiii  ima  tea)- 
ed  by  a  hiajnsl  at  aaidiraiih/  wen-paid. 
sfcsVsd  workar*.  Theas  aasssaywaa  have  to  be 
■hie  to  operas*  kt  sassa*.  warn  aaok  member 
castas*  at  perfaraaiof  every  task  hi  the  pro- 
ductajn  process. 


the  ssasuaed.  aaagte-tsah  farto- 
r>  pas  that  neaped  bawd  a  svaaaV-ckai  Ut- 
atyic  for  fsaerataaas  of  Aoatrkan  worken 
ba-n:  bees  rteaddy  davapcearatg — intonated 
oat  of  existence,  lost  to  fareiga  count  tie*,  or. 
a*  ia  htppmaa*:  at  Corona*,  lesiaced  by  a 
snasflar  cadre  of  worken  who  caa  operate 
cofapOBera  as  weJ  aa  heave  botes. 

This  Uanejtiaa,  ia  asskaog  American  conv 
psotea  aaore  competitive,  bat  it  also  pose* 
troubling  onestions  about  the  future  of  the 
U.S.  work  farce.  A  new  Labor  Department 
report,  "Econortuc  Change  and  the  American 
Workforce."  aasa*  ap  the  changes:  "The  com- 
petitive wmluuaje  today — resardaes*  of  the 
product  or  service — it  t  high-ska  envuon- 
saeot  designed  around  technology  and  people 
who  a.e  I  ethnic*  ly  competent.  Assembly- 
line  worker*  must  now  undertland  their 
work  a*  part  of  a  o%udi  latter  whole." 

Jo  M  unusuiBy  candid  warning,  the  study 
foea  on  to  aay  that  the  named  need  (or 
education  at  all  krveta  of  the  workplace  has 


created  an  Tracome  polarta'jon*  that  threst- 
ea*  the  basic  atands/d  of  avauj  ior  naatoss  of 
worker*.  "A*  mid-level  job*  disappear,  car 
satiety  ia  drrkhog  between  high  aaraars  •**»- 
powerad"  ia  the  work  fcxoc  liuasa*  wttawk 
tagh  Wrrel  of  akjos  and  those  m  aarvtvaUaase 
jobs,  iiaaaigiarrl  to unstated  crapsr/ssaat." 
m~«/ul  of  this.  tVtoccrstJC  prtaaieotiil 
aa*  COINING,  H«,  Call 


VIRGINIA 


«a.£S 


NOSTTM 
C**tOllf4A 
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Factories  of  the  Future  to  Require 
Higher  Skills,  Fewer  Workers 


COINING,  Fraa  HI 


nominee  Bill  CBnton  and  tome  Repub- 
licans argue  for  more  federal  invest- 
ment in  education  and  training  to  im- 
prove the  economy  and  strengthen 
U.S.  competitiveness.  But  the  experi- 
ence at  Cnrojng  in  Blacksburg  sug- 
gests that  those  good  intentions  could 
bemjsptar 

Althr  r  -  'ViBisng  bath  rates  hare 
■ed  to  p  ow  jous  of  skS  shortages,  it 
t*  unclear  bow  many  jobs  there  wffl  be 
in  the  OMBpBBWB  factories  of  the  fu- 
ture. The  new  workplace  evidently 
wSuot  produce  vast  nonberi  of  tnan- 
nfacturng  jobs.  Rather,  k  srl  provide 
moderately  good  jobs  for  a  fortunate 
few. 

The  New  River  Valley's  education 
system  worked  reasonably  well  for 
Corning.  It  provided  thousands  of  po- 
tentoay  ouaaffod  anpficanta  for  a  hand- 
ful of  jobs.  A  motivated  young  man 
snehas  Kevm  Fleaung  apparently  can 
get  the  tisuug  he  needs  from  local  in- 
atitutiWi  So  the  question  arises:  W9 
sew  federal  doom  for  training  and  ed- 
arilinn  produce  jobs  and  higher  Eving 
rfaodards— or  just  create  false  hopes? 

The  Blacksburg  ceramics  operation 
replaces  an  older,  traditional  plant 
where  twice  as  many  workers  with  ut- 
ile or  no  skis  stood  alongside  a*Km- 
bry  foes  cutting,  deming  and  padung 
glass  for  stove  tops,  oven  windows  and 
liquid  crystal  computer  screens.  It 
was  a  pick-and-piace  operation,  mostly 
onataled,'  said  Robert  Hoover,  man- 
ager of  the  new  ceramics  plant.  It 
looked  fik*  a  job  shop.*  None  of  those 
people  now  work  for  Coming. 

R— agJdng  a  Work  Force 

Now,  throughout  its  nationwide  op- 
erations, Coming  is  gambling  on 
achieving  higher-quality  products 
through  a  higher -quaky  work  force. 
Operating  under  the  banner  of  "part- 
nership" with  the  American  Ffcnt  Class 
Workers  Union,  Corning  employees 
are  being  allowed  to  redesign  the  man- 
ufacturing processes,  setting  their 
own  rules  fair  the  workplace  and  even 

in  the  Dcreatingty  dtffi- 
[  sf  sew  employees. 

Vice  President  Norman 
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MANUFACTURING  EMPLOYMENT 

TOTAL  U.S.  MANUFACTURING  JOBS  IN  MILLIONS.  MONTHLY 
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Gemty ,  the  nun  charged  with  trans- 
forming ComsTg's  factory  operation*, 
espiaued  the  force  bekaod  the  change: 
"There's  not  one  business  we're  in 
that  we  would  not  be  out  of  in  five 
years  if  we  don't  reman  competitive." 

[Cerrky,  who  operates  out  of  the 
company's  Coming.  N.Y.,  headquar- 
ters, said  that  until  the  mid-1980s,  the 
cofajjfaw  had  mdden  behstd  the  secun- 
ty  of  its  patent  protection  rather  than 
retooling  operations  to  meet  growing 
competition,  particularly  from  the  Jap- 
anese. "We  were  arrogant  about  it."  be 
said.  Faced  with  the  esauabnn  of  aev 
era!  key  patents,  growing  global  com- 
petitioo  and  declining  quality,  "We 
took  a  very  hard  took  at  ourselves." 

A  worldwide  Coning  study  of  other 
corpora  tjom  resulted  n  the  "partner- 
snip"  program,  outlined  in  s  simple 
gray-covered  pamphlet  that  has  be- 
come the  bible  for  change  at  Coming. 
In  the  preface.  Corning  Chairman 
James  R.  Houghton  states  that  the 
company  and  its  union  "are  jointly  en- 
afcngjng  every  empfoyee  to  get  in- 
volved as  never  before  in  helping  to 
establish  s  new  culture  in  our  plants." 

'  Few  experiences  in  Cornmg  reflect 
that  cultural  change  quite  as  well  as 
what's  taken  place  at  Blacksburg.  a 
plant  the  company  shut  down  in  1983. 
but  decided  to  reopen  in  the  late 


1980s  as  a  test  of  its  new  partnership 
coocept  after  it  wis  unable  to  sell  the 
building.  The  facility  here  is  nick- 
named the  "Asian  plant"  because  it 
turns  out  ceramic  filters  for  the  cata- 
lytic converters  used  n  nulfions  of  Jap- 
anese and  Korean  automobiles. 

The  plant  had  been  closed  long 
enough  that  we  had  no  requirement  to 
cal  anyone  back,"  plant  manager  Hoo- 
ver said.  So  Coming  decided  to  use  it 
to  create  a  work  force  different  from 
anything  it  had  tried  before. 

The  company  wanted  to  go  beyond 
the  Japanese-style  teamwork  system, 
where  groups  of  workers  perform  sev- 
eral tasks  in  a  specific  production  area, 
but  are  not  trained  to  perform  all  the 
jobs  throughout  the  entire  production 
process.  Coming  wanted  s  work  force 
versatile  enough  to  perform  every 
task  m  every  aspect  of  the  production 
process,  from  hauling  sacks  of  chemi- 
cab  to  setting  up  and  tearing  down  the 
robotic  equipment  that  customized  the 
product  for  automakers. 

The  result  was  a  testing  and  inter- 
viewing  process  for  factory  workers 
unlike  anything  the  company  had  ever 
tried.  To  gat  through  the  maae  of  job 
tests  and  interviews.  Hoover  said, 
"you  really  had  to  want  to  work  for 
Coming." 
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At  Blacksburg  an  applicant  first  has 
to  pi«  muster  with  the  Virginia  State 
Employment  Service.  In  the  initial 
phase,  the  more  than  8,000  people 
whose  applications  were  sent  to  Cor- 
ning were  culled  by  the  Mate  from  a 
hst  of  nearly  18,000  seeking  work. 

The  first  step  to  employment  is  a 
three-hour  company  orientation  ses- 
sion to  explain  the  rigors  of  Blacks- 
burg's  "high-performance  work  pro- 
cess." said  John  C.  Yearick,  the  plant's 
director  of  employee  relations  and  ser- 
vices. 

Those  who  aren't  discouraged  are 
brought  back  (or  two  half-hour  inter- 
views  to  determine  their  communica- 
tions skills  and  attitudes  toward  work. 
Each  applicant  is  interviewed  for  half 
an  hoar  each  by  two  teams  of  two  peo- 
ple representing  both  boor  and  man- 
agement The  two  interview  teams 
then  compare  notes  and  decide  on  the 
fitness  of  the  applicant 

Those  who  survive  go  on  to  tests  of 
their  math  and  writing  ikjfc  "Out  peo- 
ple  need  basic  algebra  and  pretty  good 
math  skiSs  to  deal  with  the  statistical 
process  controls  in  the  plant,"  Yearick 
said.  In  addition,  applicants  write  an 
essay  about  their  values  or  befiefs  or 
teO  about  the  most  important  person 
in  their  lives,  Yearick  said.  Wnung 
skills,  he  noted,  are  needed  in  writing 
memos,  job  evaluations  and  orders  for 
parts  and  supplies. 

If  they  make  it  through  the  written 
test  applicants  are  then  called  into  the 
plant  in  groups  for  half  a  day  to  see 
how  they  work  in  a  team  setting.  Di- 
vided into  teams,  they  are  observed 
performing  four  test  exercises  to  see 
how  they  function  at  consensus  budd- 
ing, how  they  operate  without  a  lead- 
er, how  well  they  cooperate  with  each 
other  and  how  we"  they  work  togeth- 
er to  solve  specific  problems. 

Whue  Kevin  Fleming's  educational 
background  is  unusual,  it  is  not  unique, 
according  to  Yearick.  There  are  a 
aureear  of  people  with  four-year  coi- 
lef*  degrees  aad  others  with  more 
than  an*  associate  degree 


Fleming,  who  grew  up  in  tiny  Hon 
aker,  Va..  credits  his  mother,  a  coal 
miner,  with  pushing  him  toward  edu- 
cation His  father,  a  laborer,  died  five 
years  ago 

Fleming  ended  up  in  factory  work 
by  accident.  After  graduating  from 
high  school  in  three  years,  he  went  to 
a  community  college  to  earn  his  asso- 
ciate degrees.  But  when  he  finished 
his  course  work  after  two  years,  he 
found  himself  needing  to  find  a  job  that 
prowled  health  insurance. 

Fleming  went  to  work  at  the  nearby 
Radford  Army  Ammunition  plant  as  an 
unskilled  production  worker  and  en- 
rollt '  -  -tension  classes  from  nearby 
Liberty  University.  When  the  Corning 
plant  opened  in  1989,  Fleming  jumped 
at  the  chance  to  work  there. 

Education.  Fleming  said,  is  part  of  a 
'continuous  improvement*  process. 
It's  not  enfy  what  1  believe,  it's  the 
values  and  beliefs  at  the  plant.  It's  the 
only  way  to  get  better."  It  was  just  the 
outlook  Corning  was  seeking  in  the 
lengthy  testing  and  interview  process. 

"I  feel  that  what  I've  learned  in 
manufacturing  (at  Corning]  is  much 
better  than  what  I  learned  sitting  in 
dass."  he  said. 

Fleming  is  a  top-level  technician 
who  has  been  working  as  a  trainer. 
Under  the  routing  work  system,  he  a 
scheduled  to  return  to  a  production 
work  team  next  year.  He  has  applied 
to  be  a  "human  resources  facilitator," 
helping  to  resolve  the  social  conflicts 
that  neriuhly  arise  from  the  work 
team  production  process  in  which  ev- 
eryone's strengths  and  weaknesses 
quickly  become  apparent. 


Rigors  and  Rewards 

Once  on  the  job,  Corning  workers 
are  expected  to  undergo  continuous 
training,  st  least  10  percent  of  it  on 
their  days  off.  Those  who  fail  to  keep 
up  are  fired,  or  'deselected*  as  they 
prefer  to  cal  it  here. 

From  the  very  beginning.  Fleming 
said,  *V7e  were  told  it'*  going  to  be  like 


learning  to  drink  (rom  a  fire  hose  This 
system  doesn't  allow  you  to  come  m 
and  sleep  on  the  job."  But  Uie  reward, 
he  said,  "re  a  job  where  they're  going 
to  treat  you  like  a  person." 

Co-worker  Jill  Bishop,  a  44  year -old 
mother  of  four  with  a  high  school  edu- 
cation, said  the  system  at  Corning 
gives  evervone  who  wants  it  "an  op- 
portunity for  growth." 

Blacksburg  is  about  as  close  as  an 
American  company  has  come  to  offer- 
ing Japanese-style  lifetime  employ- 
ment. "We  have  a  no-layoff  mentality." 
Hoover  said. 

Much  like  the  Japanese  system, 
■owe.;:  "  xjver  said  the  plant  uses  a 
10  percent  "buffer"  of  unskilled,  tem- 
porary and  part-time  workers  in  janito- 
rial, basic  maintenance  and  clerical 
jobs  Those  workers  can  be  bid  off  in 
hard  times  and  replaced  with  the 
plant's  permanent  employees  until  bet- 
ter times  come  along.  "You  cannot 
guarantee  job  security  without  *  buffer 
concept."  Hoover  said. 

Corning  workers  here  work  a  three- 
or  four-day  week  with  shifts  of  10  or 
12Vi  hours  and  rotating  days  off— ide- 
al for  someone  with  a  family  like  Bish- 
op. "You  can  make  doctor  and  dentist 
appointments  without  having  to  take 
tkne  off  and  losing  pay."  she  said. 

The  average  Corning  production 
worker  here  has  two  years  of  college 
and.  with  a  $23,000  annual  base  sala- 
ry, earns  more  than  a  starting  local 
school  teacher  with  a  four-year  de- 
gree. With  overtime,  the  average 
wage  in  the  plant  last  year  was 
$28,000,  and  some  who  worked  over- 
time whenever  it  was  available  earned 
nearly  $40,000—  good  pay  in  the  eco- 
nomically hard-hit  region. 

The  Blacksburg  plant  ha«.  served  as 
a  test  lab  for  the  changes  Corning 
wants  to  make  throughout  its  manu- 
facturing system.  But  the  next  big 
challenge  will  be  to  impose  the  new 
skill  requirements  on  a  work  force  al 
other  operations  where,  by  Coming's 
estimates,  at  least  30  percent  of  the 
employees  don't  yet  have  the  quaknci- 
tions  for  the  workplace  of  the  future. 
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K«vi»  FUaiac  •  production-lio*  worktr  »t  CoreUf'i  o#r*JUC*  pUat  In  BItcktburg,  V*,  bit  *  university  defree. 

Partnership  With  Union  Produces  Results 

Coming's  Big  Flats,  N.Y.,  Plant  Has  Best  Financial  Year  in  1991 


By  Frank  Swoboda 

MM  Sun  Wntec 


BIC  FLATS,  N.Y.— For  the  men  and  women  of  Coming 
lnc.'j  scientific  glass  plant,  the  company's  new  "partner- 
ship' program  with  its  union  couldn't  have  come  at  a  bet- 
ter time. 

"We  are  in  a  division  that's  in  a  no-parking  sone,"  said 
plant  manager  Charles  Kelsey.  "We  are  not  meeting  the  fi- 
nancial expectations  of  the  corporation." 

Years  of  bickering  between  plant  management  and  the 
American  Flint  Glass  Workers  Union  had  resulted  in  dete- 
riorating quality  and  unreliable  production  in  the  plant, 
which  manufactures  glass  laboratory  equipment  for  envi- 
ronmental testing. 

"We  were  fighting  over  traditional  issues  while  our  com- 
petitors were  taking  our  jobs,"  said  Dick  Easting,  the  exec- 
utive committeeman  for  Local  1000 

Although  the  workers  knew  the  quality  of  the  products 
they  were  producing  was  not  "world  class,"  Easung  said 
the  response  of  the  workers  on  the  production  floor  to 
management  threats  was  "ho-hum.  we've  been  through 
this  before." 

And  while  the  company  and  the  national  union  had 
agreed  in  1989  to  the  new  partnership  program,  with  its 
promise  of  empowering  union  members  by  giving  them  a 
voice  in  shaping  their  work  lives.  Easling  said  few  wurkers 
were  convinced  it  was  more  than  standard  management 
rhetoric  to  make  them  work  harder  by  giving  up  past  con- 
tract g»ou 

That  wss  before  the  lunch-hour  deas  in. 


When  Kelsey  came  to  the  union  in  mid- 1900  to  push  for 
changes  in  the  plant's  operation,  the  union  demanded  that 
he  first  deal  with  the  fact  that  half  the  people  in  the  plant 
were  paid  during  their  lunch  hour  and  the  other  half 
weren't,  a  remnant  of  past  contract  negotiations  based  on 
old  scheduling  needs.  The  union  had  been  trying  to  solve 
the  lunch-hour  disparity  for  years,  but  the  company  re 
fused. 

So  when  Kelsey  approached  the  workers  and  told  them 
the  company  wanted  to  give  them  a  voice  in  how  the  plant 
was  run,  the  first  voice  he  heard  was  the  union's,  demand 
mg  that  he  show  just  how  willing  the  company  was  to  listen 
to  the  workers  by  changing  the  lunch-hour  policy. 

Within  days,  the  company  ended  unpaid  lunches,  and  the 
new  partnership  began.  The  change,  said  Jack  Sharp,  the 
plant's  personnel  director,  was  "an  indicator  of  trust- 
In  the  two  years  since,  teams  of  managers  and  produc 
tion  workers  have  redesigned  job*  and  work  hours,  and 
they  even  have  recommended  the  elimination  of  some 
work  as  they  search  for  ways  to  cut  costs  and  keep  the 
plant  alive. 

"When  1  came  here  you  were  an  employee  number," 
Easling  said  "You  did  what  you  were  told  You  checked 
your  brains  at  the  door." 

Today,  he  said,  "They  value  my  judgment  It's  terrific 
when  you  empower  people.  The  difference  today  is  that 
we  liabcr  and  management]  run  the  business  together  " 

Or.  as  Amy  Hinshillwood,  a  lathe  operator  at  the  pliut. 
put  it:  "We're  seeing  the  support  from  management  and 
they,  no  kidding,  mean  it  " 

In  1991,  Big  Flats  had  us  best  financial  year 
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Senator  Wofford.  Thank  you.  I  might  note  S.  1020  is  a  bill  in- 
troduced by  Senator  Kennedy,  Senator  Kerry  and  myself,  and  oth- 
ers are  supporting  it.  It  is  designed  to  promote  labor-management 
cooperation,  and  we  will  have  other  occasions  to  look  at  that  bill. 

Your  chairman,  James  Houghton,  was  in  a  seminar  with  me  on 
this  subject  in  the  1970's  for  about  a  week.  Give  him  my  regards. 
Am  I  remembering  right  that  the  governor's  award  for  labor-man- 
agement cooperation,  which  I  had  the  pleasure  to  participate  in 
giving  when  I  was  Secretary  of  Labor  and  Industry,  went  for  the 
Charleroi  plant  or  for  another  operation?  Do  you  recall  that? 

Mr.  Garrity.  I  think  it  might  have  been  our  Blacksburg  plant. 

Senator  Wofford.  I  think  it  might  have,  right. 

Mr.  William  Bronson  is  the  president  of  Local  53G,  Aluminum 
Brick  and  Glass  Workers  International  Union,  at  Charleroi,  the 
other  side  of  the  same  good  coin. 

Mr.  Bronson.  Good  morning.  I  am  William  Bronson,  president 
of  Local  53G  of  the  Aluminum,  Brick  and  Glass  Workers  Union. 
Mr.  Garrity  has  testified  to  Charleroi's  history,  so  my  remarks  will 
focus  on  the  years  through  the  early  1980's  until  today. 

In  the  early  1980's,  we  ran  into  pretty  hard  times.  Orders  were 
down,  products  were  obsolete,  employment  was  going  down.  We 
went  from  1,100  employees  down  to  450.  They  were  on  the  verge 
of  closing  the  plant  down.  We  met  with  our  workers,  and  our  com- 
mittee talked  to  our  membership  and  we  said  something  had  to  be 
done.  We  looked  around  the  valley.  We  saw  all  the  skeletons  of 
steel  mills  and  closed  coal  mines,  and  we  decided  we  wouldn't  be 

part  of  that  story. 

Our  union  membership  met  with  the  company  and  we  talked 
about  possibly  doing  something  to  save  our  plant.  So  jointly  to- 
gether, the  union  president  at  tnat  time  and  vice  president  and  the 
plant  manager  went  to  Corning  and  talked  to  Mr.  Houghton.  We 
made  some  commitments  to  Mr.  Houghton  at  the  time  and  told 
him,  just  give  us  the  chance  to  save  our  plant  before  you  shut  us 
down,  and  he  gave  us  that  commitment. 

We  came  back  to  our  plant  and  started  preparing.  In  our  1986 
contract,  the  union  committed  to  the  total  quality  management.  We 
said  we  wouldn't  fight  it  anymore;  we  would  go  along  and  try  to 
make  it  work.  We  committed  ourselves  to  support  work  force  part- 
nerships and  we  urged  our  members,  don't  fight  it,  join  it.  We  com- 
mitted ourselves  to  some  wage  concessions  and  we  committed  our- 
selves to  combining  jobs  and  possibly  eliminating  some  jobs. 

Those  were  very  difficult  decisions  and  when  we  went  back  and 
talked  to  our  membership,  it  was  like  Daniel  walking  in  the  lion's 
den.  Those  were  sacred  things  we  gave  up  and  we  told  our  mem- 
bership, let's  live  to  fight  another  day.  But  it  is  not  all  a  sad  story 
because  from  the  commitments  we  made,  then  the  company  made 
some  moves.  They  made  large  investments  in  our  plant. 

They  committed  to  us  that  they  would  start  training  our  people. 
They  added  a  Suprema  department.  From  that  addition,  it  gave  us 
the  opportunity  to  call  close  to  200  people  that  we  had  indefinitely 
laid  off  back  to  work.  It  gave  us  the  opportunity  to  offer  some  work 
to  one  of  our  sister  plants  that  shut  down  in  Paden  City  in  West 
Virginia.  It  gave  us  the  opportunity  to  make  some  jobs  for  them 
and  they  relocated.  Most  of  all,  it  gave  us  the  chance  to  hire  new 


20 

people.  We  took  them  off  the  unemployment  rolls  and  off  the  wel- 
fare rolls  and  gave  them  a  chance  to  work  and  earn  their  dignity 
again. 

The  company  also  committed  to  training  these  people.  We 
trained  them  in  interpersonal  skills  and  we  trained  them  in  busi- 
ness skills.  We  had  new  technology  there  and  we  were  determined 
that  we  would  have  the  best  worker  available.  From  this,  our  em- 
ployment started  to  rise.  As  of  today,  we  have  750  people  on  our 
rolls,  and  we  are  hoping  it  is  still  climbing.  We  know  now  that  we 
have  workers  that  are  capable  of  tackling  any  challenge  that  may 
arise.  We  are  a  proud  union. 

We  have  one  more  thing  that  we  would  like  to  see.  We  still  have 
more  people  to  train  and  we  feel  good  about  this  1020  bill.  But 
most  of  all,  I  would  like  to  say  to  Senator  Wofford  that  the  working 
men  and  women  of  Pennsylvania  feel  that  maybe  they  did  make 
the  right  decision,  and  we  would  like  to  see  this  1020  bill  go  fur- 
ther because  we  think  that  in  the  long  run  it  will  help  us  kick  the 
pants  off  that  foreign  competition. 

Thank  you. 

[The  prepared  statement  of  Mr.  Bronson  follows:] 

Prepared  Statement  of  William  N.  Bronson 


GOOD  MORNING.   MY  NAME  IS  WILLIAM  BRONSON. 

AS  PRESIDENT  OF  LOCAL  S3G,  ALUMINUM  BRICK  AND  GLASS  WORKERS 
INTERNATIONAL  UNION,  I  AM  HERE  TODAY  REPRESENTING  OUR  750 
MANUFACTURING  EMPLOYEES  AT  THE  CHARLEROI  PENNSYLVANIA  PLANT 
OF  CORNING  VITRO  CORPORATION. 

MR.  GARRITY  HAS  TESTIFIED  TO  CHARLEROI'S  HISTORY  SO  MY  REMARKS 
WILL  FOCUS  ON  THE  YEARS  1986  THROUGH  1993. 

OUR  FUTURE  IN  1986  SEEMED  PRECARIOUS  AT  BEST,  LABOR  RELATIONS 
WERE  MOVING  TOWARDS  PARTICIPATION,  BUT  SLOWLY,  PRODUCT  LINES 
WERE  REACHING  THE  END  OF  THEIR  UFE  CYCLE.   IN  THE  FIRST  QUARTER 
OF  1986  ONE  OF  OUR  PLANTS  MAJOR  PRODUCT  UNE,  OPAL,  CEASED 
OPERATION  BECAUSE  IT  COULD  NOT  COMPETE  WITH  OFFSHORE 
MANUFACTURING.    EMPLOYMENT  LEVELS  DROPPED  BY  MORE  THAN  200 
PEOPLE  DURING  1986  -  AND  1987.   AT  THIS  POINT  OUR  LOCAL  WITH 
SUPPORT  FROM  OUR  INTERNATIONAL  UNION  COMMITTED  TO  JAMIE 
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HOUGHTON,  CHAIRMAN  OF  CORNING  INCORPORATED  THAT  THE  CHARLEROI 
EMPLOYEES  WILL  DO  WHATEVER  WAS  REQUIRED  TO  KEEP  THIS  PLANT 
OPEN.   THIS  MANDATE  STATED  "DO  WHATEVER  IT  TAKES",  TO  ASSURE  THE 
THIRD  AND  FOURTH  GENERATIONS  OF  EMPLOYEES  AT  CHARLEROI,  THAT 
THEY  WOULD  STILL  HAVE  JOBS  AT  THE  CORNING  CHARLEROI  PLANT.   WITH 
THE  KIND  OF  DEDICATION  PROMISED  BY  THE  UNION,  CORNING  NOW  FOUND 
ITSELF  IN  THE  POSITION  TO  TAKE  ADVANTAGE  OF  RESOURCES  AVAILABLE 
THROUGH  P.I.DJV.  AND  SUNNY  DAY  FUNDING,  AS  WELL  AS  J.T.P.A.  AND  C.J.T. 
TRAINING  FUNDS,  AND  DURING  CONTRACT  NEGOTIATIONS  THIS  UNION 
MEMBERSHIP  ENDORSED  A  BROAD  PACKAGE  TO  IMPROVE  PROFITABILITY 
THROUGH  MORE  COMPETITIVE  WAGES,  SUPPORTING  OUR  CLAIM  TO  DO 
WHATEVER  IT  TAKES. 

CORNING  MADE  A  COMMITMENT  TO  US A  $26  MILLION  DOLLAR 

INVESTMENT  IN  THAT  NEW  RELATIONSHIP.  A  TRUST  WAS  FORMED....  THE 
PLANT  WAS  NOT  GOING  TO  CLOSE. 

IN  JULY  OF  1988  GROUND  WAS  BROKEN  FOR  A  NEW  FINISHING  PLANT 
NAMED  "SUPREMA"  FOR  THE  NEW  CERAMIC  SUBSTRATE  TO  BE 
MANUFACTURED  THERE.   A  WORKFORCE  PARTNERSHIP,  FORMED  BY  THE 
NEWLY  DEVELOPED  TRUST,  BECAME  THE  CORNERSTONE  OF  THE  NEW 
PLANT,  AND  IS  TO  BECOME  THE  FOUNDATION  OF  THE  CHARLEROI  PLANT. 
THAT  PARTNERSHIP  IS  DEDICATED  TO  PEOPLE,  MANAGEMENT  AND  LABOR, 
INVOLVED  AND  COMMITTED,  WITH  GOALS  AND  VALUES  INTEGRATED  FOR 
INDIVIDUALS  AND  BUSINESS.   EMPLOYEES  EMPOWERED,  DECISIONS 
SHARED.    EVERYONE  WITH  THE  OPPORTUNITY  TO  LEARN  ALL  SKILLS 
REQUIRED  TO  PERFORM  ANY  JOB  ON  THE  LINE  OR  SHIFT.   TO  BECOME  A 
* 'EMBER  OR  LEADER  OF  A  SELF  DIRECTED  WORK  TEAM.    A  CLEARER 
UNDERSTANDING  OF  THE  RELATIONSHIP  BETWEEN  WORK  EFFORT  AND 
BUSINESS  SUCCESS  IS  HAPPENING.   EVERYONE  NOW  HAS  A  MUCH 
BROADER  VIEW  OF  THE  RESPONSIBILITIES  OF  MANAGING  A  BUSINESS,  AND 
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WHAT  IT  MEANS  TO  HAVE  A  STRONG  VOICE  IN,  AND  A  VITAL  CONCERN  FOR 
EVENTS,  THAT  EFFECT  EVERY  WORKDAY. 

EVERYONE  HERE  HAS  THE  OPPORTUNITY  TO  UPGRADE  THEIR  SKILLS,  TO 
MAKE  REAL  CONTRIBUTIONS  BOTH  AT  WORK  AND  IN  THEIR  PERSONAL 
LIVES,  AS  THEY  IMPROVE  IN  INTERPERSONAL  AND  PROBLEM  SOLVING 
SKILLS  WITH  THE  FULLY  PAID  TRAINING  PROGRAMS  NOW  IN  OPERATION  AT 
CORNING'S,  CHARLEROl  PLANT. 

EXAMPLES:   TRAINING  INTERPERSONAL  SKILLS 

•  LISTENING  SKILLS 

-  EFFECTIVE  COMMUNICATIONS  SKILLS 

-  EFFECTIVE  MEETING  SKILLS 

•  LEADERSHIP  SKILLS 

•  TEAM  BUILDING  SKILLS 

-  PROBLEM  SOLVING  SKILLS 


BUSfNESS  SKILLS 

•  BUDGET  PROCESS 

-  ECONOMIC  SKILLS 

•  DEPARTMENT  FINANCIALS 

•  COMPUTER 

-  JOB  SKILLS  AND  CERTIFICATION 

•  APPRENTICESHIP  TRAINING  &  CERTIFICATION 

-  GENDER  TRAINING  AND  COMMITTEES 

•  DIVERSITY  TRAINING  AND  COMMITTEES 

-  SAFETY  TRAINING  AND  COMMITTEES 

TEAMS  ARE  FORMING  THAT  ARE  CAPABLE  OF  MAKTK2  A  PRODUCT 
CORRECTLY,  FROM  START  TO  FINISH.   HAVING  THE  ABILITY  OF 
CONTROLLING  THE  ENTIRE  PROCESS  THROUGH  WORK  REDESIGN  THAT 
MESHES  THE  TECHNICAL  SIDE  OF  THE  PROCESS  WITH  THE  SOCIAL  OR 
PEOPLE  SIDE  TO  ASSURE  A  LASTING  FIT. 
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TEAMS  THAT  ARE  CONCERNED  WITH  THE  NEED  OF  THEIR  CUSTOMERS 
PROVIDING  A  SERVICE  CONCERN  THAT  IS  REFLECTED  IN  THE  TEAMS  QUEST 
FOR  TOTAL  QUALITY  IN  THE  WORKPLACE.  THE  WORKPLACE  HAS  A  FEEUNQ 

OF  FADING  FROM  A  "I  TOLD  YOU  TO" TO  A  "WHAT  DO  YOU  THINK"  PLACE 

TO  WORK. 

A  WORKPLACE  WHERE  PRODUCT  QUALITY  NO  LONGER  DEPENDS  UPON 
DOWNSTREAM  INSPECTION,  BUT  AN  OPERATOR  CONTROLLED  QUALITY 
PROCESS,  WHERE  DOWNSTREAM  INSPECTION  IS  NO  LONGER  NECESSARY 

ON  JUNE  5,  1990,  THE  SUPREMA  FACILITY  MARKED  ITS  FIRST  YEAR  OF 
PRODUCTION  OPERATION  IN  A  WORKFORCE  PARTNERSHIP  ENVIRONMENT. 
SINCE  THAT  TIME  THIS  JOINT  EFFORT  HAS  RESULTED  IN  WHAT  CAN  TRULY 
BE  CALLED  A  TOTAL  QUALITY  SUCCESS  STORY.  THROUGH  THE  FIRST  YEAR 
OF  OPERATION,  PRODUCTION  PERFORMANCE  HAS  MET  OR  EXCEEDED  ALL 
HISTORICAL  LEVELS  AS  HAVE  OUTGOING  QUALITY  RESULTS.   THE  FACILITY 
HAS  CUMBED  UP  THE  LEARNING  CURVE  A  FULL  YEAR  FASTER  THAN 
PREDICTED  AT  THE  TIME  THE  APPROPRIATIONS  WERE  APPROVED.   THIS 
PERFORMANCE  ALONG  WITH  A  TINTED  SUPREMA  GLASS  DEVELOPMENT 
HAS  ALLOWED  CHARLEROI  TO  RECAPTURE  BUSINESS  THAT  HAD  BEEN 
SOURCED  OVERSEAS.  THIS  PERFORMANCE  HAS  CONTINUED  THROUGH 
1991  AND  1992. 

THIS  SUCCESS  STORY  HAS  CONTINUED  IN  ALL  AREA'S  OF  OUR  PLANT. 
AFTER  THE  "SUPREMA"  DEVELOPMENT  OUR  REDESIGN  EFFORTS  HAVE 
CONTINUED.   IN  LATE  1991  THE  MOLD  MACHINE  SHOP  REDESIGN  BEGAN 
AND  WAS  IMPLEMENTED  IN  THE  FALL  OF  1992  AND  IS  NOW  CONSIDERABLY 
AHEAD  OF  PROJECTIONS. 


24 

THE  MIDDLE  FACTORY  OPERATION  WAS  REDESIGNED  DURING  1W3  AND 
SAVINGS  ASSOCIATED  WITH  THE  REDESIGN  WILL  MAKE  THIS  BUSINESS 
COMPETITIVE  AT  ITS  PRICE  POINT. 

CHARLEROI  IS  NOW  OFF  THE  ENDANGERED  UST,  BUT  MANY  QUESTIONS 
NEED  ANSWERED.  CAN  WE  CONTINUE  THE  SUCCESSES  ACCOMPLISHED 
DURING  ADVERSITY?  WE  STRONGLY  BELIEVE  WE  CAN.  THIS  EFFORT  HAS 
CONTINUED  THROUGH  THREE  UNION  PRESIDENTS  AND  COMMITTEES  AS 
WELL  AS  TWO  PLANT  MANAGERS.  THE  KEY  IS  THE  CONCEPT  OF 
CONTINUOUS  IMPROVEMENT  ENGRAINED  IN  THE  WAY  WE  DO  BUSINESS 
WILL  NOT  PERMIT  US  TO  FEAR  CHANGE  AGAIN. 

DURING  1993  MANY  MILESTONES  HAVE  BEEN  MET.  A  PARTNERSHIP 
UNDERSTANDING  WITH  OUR  INTERNATIONAL  UNION  HAS  STRENGTHENED 
THE  EFFORT  THAT  OUR  LOCAL  BEGAN  IN  19S8. 

A  THREE  TO  FIVE  YEAR  "VISION"  OF  WHERE  OUR  PLANT  WILL  BE  IN  ALL 
BUSINESS  AND  HUMAN  DIMENSIONS  HAS  JUST  BEEN  COMPLETED  AND  WILL 
POSITION  CHARLEROI  AS  A  WORLD  CLASS  COMPETITOR. 

OUR  MISSION  STATEMENT  AND  VALUES  WILL  BE  COMMUNICATED  AGAIN  ON 
JULY  23  WHEN  OUR  "VISION"  ROLLOUT  OCCURS.  WE  ARE  SERIOUS  ENOUGH 
TO  CEASE  PLANT  OPERATIONS  SO  THAT  ALL  MEMBERS  OF  OUR 
ORGANIZATION  CAN  SPEND  AN  ENTIRE  DAY  DISCUSSING  OUR  FUTURE. 

ON  BEHALF  OF  LOCAL  53G,  I  STRONGLY  ENDORSE  S1S2S  I  HAVE  BEEN  PART 
OF  A  CHANGE  THAT  HAS  CONVINCED  ME  THAT  EMPLOYEE  GROUPS  WOULD 
EMBRACE  CORPORATE  OBJECTIVES,  AND  WOULD  BEHAVE  AS  OWNERS  OF 
THE  BUSINESS,  IF  THEY  WERE 
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1.  PROPERLY  SELECTED 

2.  APPROPRIATELY  TRAINED 

3.  PROVIDED  WITH  RELEVANT  BUSINESS  INFORMATION 

4.  TREATED  FAIRLY 

5.  ENCOURAGED  TO  PARTICIPATE 

6.  GIVEN  EVERY  REASON  TO  BELIEVE  THAT  FULL  PARTICIPATION 
WOULD  ALLOW  THEM  TO  SHARE  IN  THE  SUCCESS  OF  THE 
COMPANY. 

CHARLEROI  PLANT  MISSION  STATEMENT 

THE  MISSION  OF  THE  CHARLEROI  PLANT  IS  TO  SUPPORT  CONSUMER 
PRODUCTS  AND  OEM  BUSINESSES  BY  MANUFACTURING  COST-COMPETITIVE 
PRODUCTS  AT  QUALITY  AND  SERVICE  LEVELS  THAT  EXCEEDS  THE 
EXPECTATIONS  OF  OUR  CUSTOMERS.  WE  WILL  SUPPORT  OUR  BUSINESSES 
THROUGH  FLEXIBLE,  INNOVATIVE  AND  PRODUCTIVE  SOCIAL  AND  TECHNICAL 
SYSTEMS    WE  WILL  STRIVE  TO  BE  THE  BEST  IN  THE  WORLD  IN  ALL  WE  DO. 

WORKFORCE  PARTNERSHIP  STEERING  COMMITTEE 

VALUES 

In  support  of  our  mission  we  hold  certain  beliefs  to  be  wholly  a  part  of  our  lives. 
These  values  are  engrained  in  us  so  as  to  guide  our  thoughts  and  acts    We  can 
never  be  truly  successful  if  we  lose  sight  of  our  values. 

1.  Our  people  are  the  company.  Our  most  important  and  Irreplaceable  resource 
is  our  people  each  with  then-  own  unique  blends  of  skills  and  talents.  We  must 
continually  seek  ways  to  tap  this  resource.  We  must  provide  an  environment 
conducive  to  individual  initiative  and  teamwork  that  allows  each  to  grow  and 
develop  to  Ns  or  her  highest  potential.  We  must  Invest  in  our  people  by 
continuing  to  train  them  to  enable  them  to  succeed. 

2.  Communication*.   It  is  vital  that  all  employees  are  kept  appraised  of  plant 
performance  to  objectives.  Everyone  must  know  how  we  are  performing  to 
internal  goals  and  in  our  external  markets.  A  reliable  system  for  two-way 
comrnunications  must  be  maintained  to  allow  for  feedback  and  timely  solutions 
to  problems.   Information  should  be  directed  to  the  individual  capable  of  acting 
most  promptly  and  for  that  individual  to  take  action  and  be  internally  motivated 
to  do  so.  We  must  afi  be  better  listeners. 
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Satisfy  our  customer*    Our  external  customers  must  be  provided  with  better 
value  for  their  money  than  any  of  our  competition  can  provide.  This  means 
higher  quality,  better  service,  and  lower  cost  Our  internal  customers  must  be 
treated  with  the  same  respect  as  our  external  customers.  We  must  meet  their 
requirements  at  all  times. 
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4.  Continual  Improvement  Our  drive  to  survive  in  a  highly  competitive 
marketplace  requires  us  to  always  be  searching  for  a  better  way.  To  be 
satisfied  with  the  status  quo  is  to  die.  We  must  harness  the  Charleroi  "Can  Do" 
attitude  and  use  all  our  initiative  and  innovation  to  make  our  jobs  and  workplace 
better  day  by  day.  We  must  always  remember  that  "There  is  nothing  we  can't 
do  if  we  tryl" 

5.  Integrity.  We  demand  honesty,  decency,  respect  and  fairness  in  all  our 
relationships,  both  internal  and  external.  We,  as  individuals  and  as  a  company, 
want  to  be  proud  of  who  we  are  and  what  we  represent. 

6.  Performance.  We  hold  ourselves  and  each  other,  as  individuals,  teams,  and  a 
plant,  accountable  for  our  results. 

7.  Lead  by  example.  We  must  insure  that  in  all  our  dealings  that  we  are 
providing  the  leadership  that  will  cause  others  to  follow.  We  must  strive  to  have 
our  actions  mirror  our  word.: 


WORKFORCE  PARTNERSHIP 
VISION  EXPECTATION  STATEMENTS 

UNION  EXPECTATION 
BYEAR  VISION 

TOTAL  PLANT  REDESIGNED 

ALL  AREAS  IMPLEMENTED  AND  PERFORMING  AS  EXPECTED 

ALL  TEAMS  PARTICIPATING  AND  WORKING  INDEPENDENTLY 

COMMUNICATIONS  EFFECTIVE  BETWEEN/AMONG  ALL  PAYROLLS 

HIGH  LEVELS  OF  TRUST/CREDIBILITY  BETWEEN/AMONG  ALL 
PAYROLLS 

TOTAL  COMMITMENT  FROM  UPPER  LEVELS  OF  MANAGEMENT 
AND  UNION 

HIGHLY  MOTIVATED,  WELL  TRAINED  WORKFORCE. 

MANAGEMENT  EXPECTATIONS 
BYEAR  VISION 

COST  PER  PIECE  CONTINUOUSLY  IMPROVING 

STEERING  COMMITTEE  WILLING  AND  ABLE  TO  DO  DIFFICULT  UP 
FRONT  PLANNING  NECESSARY  TO  PRODUCE  COMPETITIVE 
POSITION  AND  JOB  SECURITY  FOR  CHARLEROI 

UNION  AND  MANAGEMENT  MUST  AGREE  UPON  AND  U  VE  TO  THE 
PARTNERSHIP  AGREEMENT. 
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UNION/MANAGEMENT  AGREED  TO  FOLLOWING  STATEMENT 

"INTERNATIONAL  UNION/CORPORATE  INDUSTRIAL  RELATIONS  WILL  BE  KEPT 
ABREAST  OF  SENSITIVE  CONTRACTUAL  BARRIERS  THAT  MAY  ARISE 
THROUGH  THE  WORKFORCE  PARTNERSHIP  PROCESS." 


STEERING  COMMITTEE 

5YEAR  VISION 

GOAL  STATEMENTS 

INFORMATION  SHARING 


UNIT  PERFORMANCE 

SYEAR  YIMOU 

ALL  EMPLOYEES  REGULARLY  KNOWLEDGEABLE  OF: 
DEPARTMENT  PERFORMANCE 

QUALITY 

SAFETY 

FINANCIAL 

PLANT  PERFORMANCE 


QUALITY 

SAFETY 

FINANCIAL 

PROJECTS 

CUSTOMER  SERVICE 

INVOLVEMENT 

GOALS  HARING 

SHIFT  PERFORMANCE 


QUALITY 

SAFETY 

FINANCIAL 

TRAINING 

ATTENDANCE 

PROCESS  PERFORMANCE 

SHIFT  ROTATION/1  WEEK 
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BUSINESS  INFORMATION 
S  YEAR  VISION 


TABLEWARE  AND  COOKWARE 

SALES 

MARGIN 

NEW  PRODUCTS 

DIVISION 

SALES 

MARGIN 

RETURN  ON  EQUITY 

NET  PROFIT  AFTER  TAX 

CORPORATE 

SALES 

MARGIN 

RETURN  ON  EQUITY 


1WERNAL  CUSTOMER  AND  JUfflJEB 
5YEABY1SK>H 


ALL  EMPLOYEES  UNDERSTAND  WHO  THEIR  INTERNAL 
CUSTOMERS  AND  SUPPUERS  ARE  AND  WORK  REGULARLY  TO 
UNDERSTAND  AND  EXCEED  THEIR  EXPECTATIONS.  SUPPUERS 
REGULARLY  SURVEY  THEIR  CUSTOMERS  TO  ENSURE  SUCCESS. 


EXTERNAL  CUSTOMER  AND  SUPPLIER 
SYEAR  VISION 


ALL  EMPLOYEES  UNDERSTAND  WHO  THE  PLANTS  EXTERNAL 
CUSTOMERS  AND  SUPPUERS  ARE  AND  WORK  REGULARLY 
TOWARDS  UNDERSTANDING  AND  EXCEEDING  THEIR 
EXPECTATIONS. 


COMPETITOR  INFORMATION 
SYEAR  VISION 


ACCURATE  BENCHMARK  DATA  ON  OUR  COMPETITORS  TO 
INCLUDE  QUALITY,  PROCESS  AND  COST  TO  BE  SHAhED 
REGULARLY  WITH  ALL  EMPLOYEES. 
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VISION 


NEW  HIRES  WILL  POSSESS  ATTITUOES,  BASIC  AND  SOCIAL  SKILLS  THAT 
WILL  ENHANCE  OUR  TEAM  BASE  ENVIRONMENT.  THEY  WILL  BE  HIGHLY 
MOTIVATED,  FLEXIBLE  AND  COMMITTED  TO  ATTAINMENT  OF  THE  PLANT 
GOALS  AND  OBJECTIVES. 


SOCIAL/TEAM  BASEO  SKILLS 
FLEXIBILITY 

READING.  WPITING,  MATH 
COMMITMENT 


WORK  REPESMN 

S-YEAR  VISION 

AN  ON-GOING  REDESIGN  TEAM  IN  ALL  AREAS  OF  PLANT  TO  DRIVE 
CONTINUOUS  IMPROVEMENT  ACTIVITIES. 

1.  UPPER  FACTORY 

FORMING  -  FINISHING  -  MOLD  POLISHING  -  AUTOMATIC 
MAINTENANCE  -  MIX  AND  MELT. 

2.  MIDDLE  FACTORY/SUPREMA. 

3.  MOLD/MACHINE  SHOP 

4.  TRADES 

5.  ADMINISTRATION 

6.  SHIP  •  RECEIVING  •  STORAGE 


REWARD  SYSTEM 


S-YEAR  VISION 


IMPROVE  RECOGNITION  AND  FINANCIAL  REWARD  SYSTEM,  BASED 
ON  CONTINUOUS  PERFORMANCE  IMPROVEMENT  AND  SHARED  BY 
ALL  PAYROLLS. 


70-1  R3   -93-2 
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PECtSttN  MAKING 


S- YEAH  VISION 


ALL  WORK  TEAMS  ARE  SELF  DIRECTED  AND  EMPOWERED  TO 
MAKE  OPERATIONAL  AND  SOCIAL  WORKUFE  DECISIONS;  ALL 
PROCESSES  THROUGHOUT  THE  FACTORY 


IBAJMJNQ 


5  YEAR  VISION 


ONGOING  SKILLS  TRAINING  AND  CERTIFICATION  PROGRAMS 
EXIST  FOR  ALL  JOBS  IN  THE  FACTORY.   P&M  TRAINING  TEAMS 
EXIST  IN  ALL  DEPARTMENTS  AND  ARE  THE  OWNERS  OF 
TRAINING  PROGRAMS.  SUPERVISORS  ARE  THOROUGHLY 
TRAINED  IN  THEIR  JOBS  AND  PERFORM  AT  ABOVE  AVERAGE 
LEVELS. 


FLBQBftJTY  AMD  SECURITY 


5YEAR  VISION 


EMPLOYMENT  STABILITY  BEYOND  CURRENT  4  WEEK  GOAL  IS 
ATTAINED  THROUGH  INCREASED  FLEXIBILITY  IN  WORK 
ASSIGNMENTS. 
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Senator  Wofford.  Since  the  carrot  is  said  to  be  better  than  the 
stick  in  this  whole  process,  I  want  to  commend  you  both  for  staying 
both  within  the  time  limits  and  speaking  directly  off  your  paper. 
But  your  full  testimony  will  be  included  in  the  record,  and  a  lot  of 
people  are  going  to  be  reading  this  record.  We  are  going  to  see  to 
that. 

Charles  Edmunson  is  our  next  witness,  vice  president  of  manu- 
facturing of  Web  Industries,  Westborough — what  is  the  State,  Mr. 
Chairman?  I  think  it  is  Massachusetts. 

The  Chairman.  You  will  get  it.  But  I  particularly  want  to  wel- 
come them  here.  It  is  a  fascinating  success  story  and  there  is  a  lot 
for  us  to  learn  from  it.  I  want  to  extend  a  warm  welcome  to  both 
of  them. 

Mr.  Edmunson.  Thank  you,  Senator  Wofford,  Senator  Kennedy, 
Senator  Kassebaum.  A  few  months  back,  I  had  lunch  with  one  of 
our  machine  operators  in  our  Framingham,  MA,  plant,  Norm 
Halsing.  When  I  first  got  to  know  Norm  several  years  ago,  he  was 
a  cynic,  he  was  a  skeptic.  He  was  one  of  the  people  who  came,  put 
in  his  40  hours,  did  his  job,  but  not  much  else. 

In  the  last  year  or  so,  though,  he  has  changed.  He  is  a  trans- 
formed person.  He  has  become  one  of  our  most  creative  and  in- 
vested employees,  and  this  day  at  lunch  he  told  me  what  the  dif- 
ference was.  He  said,  when  I  first  came  to  this  company  I  was  bur- 
ied on  second  shift;  I  wasn't  involved  in  anything,  I  wasn't  asked 
my  opinion  on  anything;  I  wasn't  expected  to  think;  I  was  just  a 
neanderthal;  all  I  did  was  push  buttons  and  turn  knobs.  But  he 
says,  in  the  last  year  or  two  you  guys  have  gotten  me  involved,  you 
have  let  me  participate  around  here.  He  says,  now  I  know  I  make 
a  difference  in  this  company,  I  count  for  something,  and  I  really 
care  about  this  place.  He  says,  I  am  not  a  neanderthal  anymore. 

I  am  really  delighted  to  be  here  today  to  support  your  efforts  to 
improve  American  manufacturing  and  to  enhance  our  Nation's 
competitiveness  in  the  world.  My  company,  Web  Industries,  is  in 
a  very  basic  industry,  one  that  touches  your  life  every  day. 

This  morning  when  you  carried  your  trash  out  in  a  draw-string 
garbage  bag,  our  Indianapolis  plant  probably  cut  the  handles  for 
the  bags.  When  you  get  your  vacation  pictures  back  from  the  photo 
lab,  it  may  have  been  on  paper  that  was  sheeted  in  our  Fra- 
mingham plant.  If  you  open  a  pack  of  Wrigley's  spearmint  gum,  the 
little  tear  strip  opener  was  probably  made  in  our  Connecticut 
plant.  If  you  make  a  telephone  call,  the  cable  that  it  goes  out  over 

f>robably  is  insulated  with  copper  slit  in  either  our  Atlanta  or  Dal- 
as  plants.  We  are  in  a  very  basic  industry.  We  provide  slitting, 
sheeting,  flexographic  printing  services  to  a  wide  range  of  manufac- 
turers. 

With  5  plants  around  the  country,  we  are  the  largest  custom  con- 
verter in  the  country,  but  we  are  still  a  relatively  small  company, 
with  only  230  employees.  One  of  the  things  that  makes  us  unique, 
though,  is  the  fact  that  we  are  an  employee-owned  company. 
Through  an  ESOP,  our  employees  own  30  percent  of  the  company, 
and  we  expect  to  be  100  percent  employee-owned  within  5  years. 
This  year,  we  were  chosen  by  the  ESOP  association  as  the  Em- 
ployee-Owned Company  of  the  Year. 
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Now,  our  employee  owners  typically  have  only  a  high  school  edu- 
cation, if  that,  but  these  people  do  some  extraordinary  things.  For 
example,  about  a  year  ago  our  Atlanta  plant  got  a  call  from  a  For- 
tune 50  manufacturer  who  decided  to  move  up  the  launch  date  for 
a  particular  product.  They  needed  to  beat  a  competitor  to  the  mar- 
ketplace and  they  had  to  get  it  out  in  6  weeks  instead  of  the  6 
months  that  they  had  been  planning  on. 

They  had  a  $1  million  piece  of  equipment  that  they  had  on  order 
that  would  be  ready  in  6  months  that  would  do  this  particular 
project  for  them,  but  they  had  6  weeks  instead  of  6  months.  What 
do  they  do?  They  call  all  over  the  country  trying  to  find  someone 
who  can  help  them  with  this,  and  everybody  said  that  is  impos- 
sible. In  fact,  our  biggest  competitor  said,  yes,  we  can  do  it  if  you 
give  us  a  year. 

Well,  when  they  called  us  finally,  we  couldn't  do  it  either,  but  we 
said  yes  anyway,  and  in  6  weeks  by  engaging  all  of  our  people, 
matching  our  front-line  machine  operators  with  our  engineering 
staff,  engineering  as  we  went  using  the  skills  and  creativity  of  our 
people,  we  were  able  to  do  the  impossible.  There  are  a  lot  of  stories 
in  my  company  like  that.  By  engaging  all  of  our  people  in  a  very 
creative  way  in  the  whole  job,  we  are  able  to  do  a  lot  of  extraor- 
dinary things. 

Now,  how  do  we  do  this?  Well,  I  don't  have  time  to  give  you  the 
whole  list,  but  let  me  just  give  you  some  of  the  things.  First  of  all, 
we  believe  in  the  potential  of  people.  There  are  no  neanderthals  in 
our  company.  The  second  thing  is  we  invest  in  our  people  so  they 
can  reach  their  full  potential.  We  do  crazy  things  like  shut  our  ma- 
chines down  so  our  employee  owners  can  read  books  that  sup- 
posedly only  smart,  highly  educated  bosses  can  understand. 

We  have  highly  participative  work  structure,  self-directed  work 
teams.  We  get  our  machine  operators  face  to  face  with  the  cus- 
tomer. We  have  decided  our  best  salespeople  are  our  machine  oper- 
ators because  they  see  ways  of  helping  customers  that  our  profes- 
sional salespeople  miss.  We  believe  in  continuous  learning  for  all 
of  our  people.  We  visit  other  innovative  companies  regularly,  and 
we  feel  that  we  have  got  to  make  this  kind  of  investment. 

As  I  reflect  on  the  bill  your  committee  is  looking  at  today,  I  am 
impressed,  in  particular,  at  how  this  Act  would  encourage  work- 
place concepts  that  we  at  Web  Industries  have  found  incredibly  ef- 
fective. We  must  improve  technology  in  our  country,  but  we  have 
got  to  do  more  than  that.  We  have  got  to  invest  in  our  people  at 
the  same  time.  The  best  machines  in  the  world,  if  they  are  run  by 
neanderthals,  won't  move  our  country  ahead  one  whit. 

I  would  add  one  last  thing,  though.  My  company  believes  very 
strongly  that  there  is  another  element  to  encourage  worker  creativ- 
ity and  investment  in  the  workplace,  and  that  is  employee  owner- 
ship. We  believe  that  employee  ownership  is  the  glue  that  holds  all 
of  our  practices  together  and  guarantees  that  they  won't  fizzle  in 
the  long-term. 

Our  ESOP  gives  people  a  reason  to  care  about  their  company  in 
a  special  way  and  a  reason  to  invest  their  lives  in  the  company  as 
opposed  to  simply  sell  their  labor  for  40  hours  a  week.  I  would  en- 
courage you  at  some  other  point  to  think  about  employee  ownership 
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as  a  competitive  weapon  for  our  country.  I  believe  that  it  can  in- 
deed be  a  very,  very  powerful  resource. 

Thank  you. 

[The  prepared  statement  of  Mr.  Edmunson  follows:] 

Prepared  Statement  of  Charles  Edmunson 

A  few  months  back  I  had  hinch  with  Norm  Halsing,  one  of  the  machine  operators  in  our  Framingham, 
Massachusetts,  plant  When  I  first  met  Norm  several  years  ago,  he  was  a  loner,  with  a  skeptical  edge 
that  had  been  honed  to  razor-sharp  cynicism  by  8  rough  life  history.  He  did  his  job— but  not  much 
more.  However,  over  the  last  couple  of  years,  Norm  has  undergone  a  radical  transformation  that  has 
made  him  one  of  our  most  creative  and  invested  employees.  And  that  day  he  told  me  why. 

"The  first  few  years  I  worked  here,"  he  said,  1  was  buried  on  second  shift  I  wasn't  involved  in 
anything  or  asked  my  opinion  about  anything  All  I  did  was  turn  knobs  and  push  buttons  on  a  machine. 
I  was  just  a  Neanderthal  who  wasnt  expected  to  think.  So  I  put  in  my  40  hours  and  went  home  and 
tried  to  forget  about  this  place.  But  then  you  got  me  involved  and  let  me  participate  around  here.  Now 
I  count  for  something  in  this  company.  I  care  about  this  place,  and  Im  making  a  difference,  rm  not 
a  Neanderthal  any  more." 

I  am  delighted  to  be  here  today  to  tell  you  the  story  of  my  company,  Web  Industries,  and  to  support 
your  efforts  to  draft  legislation  that  will  improve  American  manufacturing  and  enhance  our  nation's 
competitiveness  in  the  world  marketplace. 

My  company,  Web  Industries,  is  in  a  basic  industry  that  touches  your  life  every  day.  When  you  use 
a  drawstring  garbage  bag,  its  handles  may  have  been  cut  In  our  Indianapolis  plant.  When  you  get  your 
vacation  pictures  back  from  the  photo  lab,  the  paper  they  are  printed  on  may  have  been  sheeted  in  our 
Massachusetts  plant.  When  you  open  a  pack  of  chewing  gum,  the  teartape  opener  may  have  been 
made  in  our  Connecticut  plant  When  you  make  a  phone  call,  the  telephone  cable  may  be  insulated  with 
copper  that  was  slit  to  size  in  our  Dallas  plant  And  when  you  see  ajet  fighter  carding  a  military  base, 
it  may  contain  parts  made  from  composite  fiber  materials  converted  in  our  Atlanta  plant 

We  provide  slitting,  sheeting,  and  flexographic  printing  services  to  other  manufacturers  in  a  wide 
variety  of  industries.  With  five  plants  around  the  country,  we  are  the  largest  custom  converter  in  the 
United  States  But  we  are  still  a  relatively  small  company  with  only  230  employees.  We  are  non- 
union. One  of  the  things  that  makes  us  unique  is  that  we  are  an  employee-owned  company.  Through 
an  ESOP  our  workers  own  30°/«  of  Web  Industries— and  we  expect  to  be  100°/»  employee-owned 
within  five  years  Recently  we  were  honored  by  The  I '.SOP  Association  as  the  "Employee-Owned 
Company  of  I  he  Year." 

Our  cmploycc-owncrs  typically  have  only  a  high  school  education,  if  that— but  they  are  doing  some 
extraordinary  things  For  example,  a  year  ago  we  got  a  call  from  a  Fortune  50  company  who  had  a 
problem.  They  had  moved  up  the  launch  date  for  a  major  new  product  As  part  of  their  manufacturing 
process,  they  needed  to  have  a  fluffy  nonwoven  fabric  cut  and  wound  into  jumbo-sized  spools.  They 
had  ordered  a  million  dollar  piece  of  equipment  to  do  this,  but  it  wouldn't  be  ready  for  six  months.  And 
their  marketing  department  had  decided  that  they  needed  to  introduce  their  new  product  in  six  weeks 
to  get  the  jump  on  a  competitor. 

Because  a  critical  element  in  their  manufacturing  process  was  missing  they  were  desperately  calling 
around  the  United  States  looking  for  someone  who  could  meet  this  need  for  six  months  until  their  own 
equipment  arrived.  But  because  this  was  such  a  difficult  thing  to  do,  no  one  in  the  whole  country  could 
meet  their  need.  Our  biggest  competitor  said  they  could  do  it  in  a  year— but  not  now.  And  when  this 
Fortune  50  company  finally  called  us,  we  couldn't  do  it  either. 

But  we  said  yes  anyway. 

And  we  moved  equipment  from  our  Dallas  plant  to  Atlanta,  modified  H  to  do  the  impossible— and 

shipped  spools  of  fabric  in  time  to  help  our  new  customer  beat  their  competitor  to  the  market.   We 

did  all  this  in  six  weeks,  whereas  others  needed  a  year.  We  did  it  for  an  investment  of  $100,000, 

whereas  our  customer  was  spending  a  $  1 ,000,000  for  machinery  to  do  the  same  thing. 

How  did  we  accomplish  this?  We  did  it  by  engaging  people  at  all  levels  in  this  mission.  We  flew 

workers  from  our  Atlanta  plant  to  our  engineering  facility  in  Connecticut.  Together  they  and  our  ^ 

engineers  devised  a  basic  manufacturing  concept.  Our  engineers  made  the  machine  modifications  and 

shipped  the  equipment  to  Atlanta.   Machine  operators  were  waiting  in  Atlanta  to  install  it  on  a 

Saturday  night  so  they  could  begin  production  on  Monday  morning.  And,  of  course,  on  Monday 

morning  the  machine  wouldn't  produce  anything.  Quick  engineering  had  overlooked  several  key 
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issues.  But  no  matter— our  frontline  production  team  adopted  a  continuous  improvement  approach 
to  the  project  and  constantly  re-engineered  the  machine  even  as  they  were  tunning  it.  This  wasnt  easy, 
everyone  worked  long  hours  under  great  stress.  But  by  engaging  everyone— and  not  leaving  the 
thinking  to  bosses  and  engineers 
-we  were  able  to  succeed  at  the  impossible. 

This  is  not  an  isolated  story  in  our  company.  But  time  limits  me  to  only  a  few  observations  about  how 
we  make  these  amazing  stories  happen  in  our  company: 

1 .  Faith  in  the  Potential  of  People.  We  believe  that  no  person  in  our  company  U  a  Neanderthal,  and 
wc  are  confident  that  each  employee-owner  has  something  to  contribute.  We  also  believe  that  no  one 
of  us  is  smarter  than  all  of  us. 

2.  People  Development  The  first  job  of  leadership,  we  believe,  is  to  help  people  develop  to  their 
potential  in  their  work.  Thus  we  do  crazy  tilings  like  shutting  our  machines  down  so  that  frontline 
workers  can  read  and  discuss  books  that  only  highly  educated  bosses  are  supposed  to  be  able  to 
understand. 

3 .  Participative  Structures.  1  radiuonal  command-and-control  managernenl  structures  turn  people 
into  Neanderthals  and  squelch  their  creativity  So  we  decided  to  squash  our  old  bureaucratic 
hierarchy,  replacing  it  with  sell-managed  work  teams  These  teams  schedule  their  own  work,  do  their 
own  purchasing,  visit  their  customers,  and  take  care  of  the  wholejob— including  all  the  things  we  used 
to  think  only  bosses  were  smart  enough  to  deal  with 

4.  Customer  Focus.  Our  best  salespeople,  we  have  found,  are  our  frontline  machine  operators. 
Therefore,  we  try  to  get  them  face-to-face  with  customers  regularly.  They  see  ways  to  help  customers 
that  our  professional  sales  representatives  miss.  And  when  they  return  to  our  factory,  tbey  also  have 
gained  a  context  for  their  work  that  adds  insight  and  moaning  to  their  jobs. 

5.  Continuous  Learning.  We  do  everything  we  can  to  learn  better  ways  of  doing  things.  We 
regularly  visit  other  innovative  companies  to  see  what  new  things  they  are  trying.  We  are  active  in 
a  network  of  employee-owned  companies  formed  by  The  ESOP  Association,  which  has  been  a 
valuable  resource  for  exposing  non-management  employees  to  the  economic  and  human  potential  of 
employee  ownership. 

As  I  reflect  on  the  bill  your  committee  is  considering  today,  I  am  impressed  in  particular  by  how  the 
Workers  Technology  Skill  Development  Act  (S.  1020)  would  encourage  workplace  concepts  that  we 
at  Web  Industries  have  found  incredibly  effective. 

I  understand  that  Congress  is  currently  considering  several  bills  to  improve  American  competitive- 
ness. We  must  improve  technology  in  our  country— as  is  emphasized  by  The  National  Cotnpetitive- 
nessAct(SA),  which  is  pendtngbefore  the  Senate  Commerce  Committee  But  we  must  do  more  than 
that  Management  practices  that  demand  that  workers  punch  their  brains  out  at  the  timeclock .  .  . 
leadership  arrogance  that  believes  that  the  best  ideas  always  come  from  engineers  and  bosses  .  .  . 
workplace  structures  that  turn  creative  human  beings  into  Neanderthals . . .  these  ways  of  thinking  are 
squandering  America's  most  valuable  resource— the  creativity  of  our  people.  The  Workers  Technol- 
ogy Skill  Development  Act  before  this  Committee  addresses  this  issue  by  promoting  "advanced 
workplace  practices"  that  will  result  in  "jobs  that  are  redesigned  to  expand  skill  and  capitalize  on 
previous  worker  knowledge  and  experience,  and  work  systems  built  on  ongoing  investments  in  new 
and  expanded  worker  skills"  (page  7).  This  bill  acknowledges  that  we  need  new  technology— but  that 
we  need  fully-engaged  employees  working  to  their  creative  potential  as  welL  The  best  machines  in 
the  world  will  not  move  us  ahead  if  they  are  run  by  Neanderthals. 

However,  before  I  close  I  would  like  to  mention  one  key  thing  that  I  believe  I  believe  can  support  the 
long-term  success  of  worker  involvement  —employee  ownership.  For  Web  Industries  employee 
ownership  is  the  glue  that  holds  together  all  of  what  we  are  doing  And  it  is  our  guarantee  that  our 
employee  involvement  efforts  will  not  fizzle  in  a  few  years.  Our  ESOP  gives  our  people  a  reason  to 
care  and  encourages  them  to  invest  themselves  in  their  company  in  a  special  way.  Our  people  work 
for  themselves  and  for  each  other,  which  provides  a  foundation  for  self-worth  and  dignity  in  the 
workplace.  Employee  ownership  also  is  a  better  way  to  compete.  When  workers  feel  like  owners, 
think  fike  owners,  and  act  like  owners,  the  company  they  are  part  of  comes  to  life  and  is  unbeatable. 

I  applaud  your  efforts  to  increase  America's  corripeutrvencss  through  the  Workers  Technology  Skill 
Development  Act.  And  I  hope  that  someday  soon  you  will  also  explore  the  potential  of  employee 
ownership  as  a  competitive  force  for  America. 
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Senator  Wofford.  Robert  Zicaro,  a  machine  operator  at  Web 
Converting  in  Framingham,  MA. 

Mr.  Zicaro.  Well,  thank  you  very  much.  It  is  a  pleasure  to  be 
here  in  Washington.  The  last  time  I  was  in  Washington  was  back 
in  May  for  the  National  ESOP  Association  conference. 

I  am  a  machine  operator.  I  work  at  Web  Industries  in  Fra- 
mingham, and  contrary  to  other  beliefs  there  are  production  work- 
ers in  America  still  working  on  the  job.  I  don't  buy  the  notion  that 
American  manufacturing  is  dead  by  any  means.  I  am  wearing  a 
suit  today  because  I  am  here  in  front  of  you  folks,  whom  I  respect 
very  much,  but  I  am  normally  in  work  overalls  and  production 
workers'  clothes  and  I  am  sweating  a  lot  and  I  am  dirtier  than  I 
am  now.  [Laughter.] 

Working  at  Web  is  very  meaningful  for  me.  We  are  building  a 
special  kind  of  company,  and  for  me  as  a  production  worker  at  the 
age  of  40,  having  a  chance  to  own  a  company,  that  is  different.  I 
am  a  stockholder  in  that  company  and,  with  my  fellow  workers,  we 
own  30  percent  now,  but  we  will  own  the  whole  company.  That  is 
a  pretty  powerful  thing  for  a  young  man  to  think  about.  The  Amer- 
ican dream,  to  me,  has  always  meant  having  a  piece  of  the  rock 
and  having  a  better  way  of  life,  and  this,  to  me,  is  a  great  oppor- 
tunity to  do  that. 

What  worker  involvement  and  participation  has  done  to  my  life- 
style and  our  Framingham  plant's  lifestyle  is  quite  amazing.  With 
self-directed  work  teams,  we  do  not  have  the  supervisors  or  bosses 
telling  us  what  to  do,  when  to  do  it,  how  to  do  it.  We  are  thinking 
for  ourselves  now.  Work  teams  are  responsible  for  scheduling  their 
own  work  hours,  scheduling  the  jobs  on  the  machines,  contacting 
customers  directly,  problem-solving  with  the  customers,  and  devel- 
oping that  customer  relationship.  Those  things  3  years  ago  would 
have  never,  ever  even  been  thought  of  doing  at  Web,  but  since  the 
change  has  taken  place  worker  input  has  dramatically  gone  up  and 
the  results  are  very  good. 

We  also  share  all  financial  information  with  the  front-line  em- 
ployees on  the  production  floor,  and  what  that  essentially  means  is 
we  get  a  profit  and  loss  statement  every  month.  We  get  a  break- 
down of  every  single  item  in  the  plants  financial  goings-on  that 
month.  We  know  what  the  bottom  line  is. 

We  also  know  what  the  bottom  line  is  in  our  department.  In  ef- 
fect, we  are  entrepreneurs.  We  are  business  people  running  our 
own  departments,  and  I  think  that  is  what  the  future  of  the  Amer- 
ican work  force  really  has  to  be.  Just  pushing  buttons  is  not  going 
to  cut  it  anymore.  I  tnink  we  are  all  aware  of  that. 

I  would  like  to  share  an  example  with  you  of  how  worker  involve- 
ment has  literally  grown  our  business.  A  Japanese  company  by  the 
name  of  Toyo  was  looking  for  a  company  to  slit  some  very,  very  dif- 
ficult material  for  them.  No  one  else  really  was  getting  the  tech- 
nology at  that  time.  There  was  another  company  trying  to,  but  they 
weren't  having  much  success.  They  came  to  Web  Industries. 

The  people  who  actually  developed  the  technology  and  actually 
gave  the  plant  tour  to  the  Japanese  company  were  front-line  peo- 
ple. Machine  operators  themselves  were  on  the  production  floor  giv- 
ing that  tour,  giving  the  presentation,  explaining  this  slitting  tech- 
nology and  developing  a  relationship. 
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When  all  was  said  and  done,  we  did  get  the  contract  and  the  con- 
tract is  worth  about  $750,000  to  us.  It  is  a  great  step  forward  for 
us.  I  think  one  of  the  most  amazing  things  was  a  quote  from  the 
head  of  the  company  was,  aI  didn't  think  there  were  companies  in 
America  like  this."  Now,  coming  from  a  Japanese  company  to  say 
that  about  an  American  company  made  me  feel  real  good,  number 
one,  and  there  are  companies  that  are  like  this  in  America.  That 
is  very,  very  powerful,  too,  and  it  is  working. 

Now,  people  are  probably  asking  themselves,  well,  what  are  pro- 
duction workers  and  front-line  people  doing,  you  know,  making  de- 
cisions such  as  getting  new  business  for  a  company,  getting  finan- 
cial data,  measuring  their  own  results,  contacting  customers. 
Again,  I  think  it  is  the  new  way  we  have  to  go  to  improve  worker 
productivity  in  our  American  companies. 

New  technologies  are  fine  in  and  of  themselves,  but,  however,  it 
has  got  to  start  with  someone's  thinking  process.  If  workers  aren't 
allowed  to  think  and  carry  out  their  options,  we  are  not  going  to 
get  any  new  technologies. 

I  just  want  to  close  by  saying  that  I  am  very  proud  to  be  here, 
and  the  kind  of  company  that  I  am  in  the  process  of  owning  and 
building,  I  think,  is  the  kind  of  company  that  we  have  to  start 
building  in  America.  I  don't  think  we  can  really  wait  too  much 
longer,  I  really  don't. 

I  want  to  tnank  you  for  the  opportunity  and  I  look  forward  to 
your  questions. 

Senator  Wofford.  Thank  you. 

Paul  Walters  is  senior  vice  president  for  administration  of  the 
Detroit  Diesel  Corp.  in  Detroit,  MI. 

Paul. 

Mr.  Walters.  Thank  you,  Mr.  Chairman.  Good  morning,  and 
good  morning,  committee  members.  We  would  like  to  thank  you  for 
the  opportunity  to  be  here  and  talk  about  our  company  this  morn- 
ing, Detroit  Diesel,  and  also  the  involvement  of  Local  163  of  the 
UAW. 

I  would  like  to  introduce  also  another  member,  and  we  are  going 
to  try  to  do  this  together  as  we  go  forward. 

Mr.  Brown.  Good  morning,  Mr.  Chairman  and  committee  mem- 
bers. I  would  like  to  take  this  opportunity  to  introduce  this  docu- 
ment into  the  record. 

[The  document  referred  to  may  be  found  in  additional  material.] 

Senator  Wofford.  Certainly,  and  you  get  double  time  for  the 
combined  testimony. 

Mr.  Walters.  Thank  you.  Jim  Brown  is  the  chairman  of  our 
local  union.  What  we  would  like  to  do  is  we  have  submitted  into 
the  record  our  story  and  I  would  just  like  to  highlight  that  and 
then  perhaps  get  into  some  other  areas  of  technology  that  might 
bring  forward  our  story  a  little  more  vividly. 

If  we  go  back  through  our  history,  we  were  a  former  division  of 
General  Motors,  making  heavy-duty  diesel  engines,  and  prior  to  the 
formation  of  our  new  company  in  January  1988,  we  had  experi- 
enced a  number  of  quality  problems,  loss  in  market  share,  lay-off 
of  employees,  viewed  in  the  marketplace  as  not  a  quality  manufac- 
turer and,  of  course,  along  with  all  that  you  begin  to  lose  a  signifi- 
cant amount  of  money. 
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At  the  end  of  1987,  General  Motors  was  attempting  to  joint- ven- 
ture this  particular  business  and  Roger  Penske  became  an  inter- 
ested party.  He  had  been  a  distributor  of  Detroit  Diesel  products 
for  a  number  of  years  and  he  purchased  the  company  and  we 
formed  our  new  alliance  on  January  1,  1988. 

We  started  out  with  three  basic  objectives,  and  that  was  that  we 
were  going  to  have  heavy  customer  focus  and  responsiveness,  that 
we  were  going  to  develop  a  can-do  attitude  amongst  our  entire 
work  force,  and  we  also  needed  to  be  profitable  enough  to  maintain 
our  existence  through  the  cycles  of  the  marketplace.  In  order  to  do 
that,  we  felt  that  a  number  of  steps  had  to  be  taken,  and  we  felt 
that  significant  to  the  process  was  that  management  had  to  begin 
to  take  the  first  steps.  Management  had  to  begin  to  send  the  right 
signals. 

We  expanded  our  communication  process  to  provide  information 
about  our  business,  including  products,  market  share,  and  the  fi- 
nancial condition  of  our  business.  Union  representatives  were 
brought  into  the  decisionmaking  process  early.  Their  advice  was 
sought.  We  upgraded  facilities  with  the  belief  that  if  we  showed  we 
cared  about  our  business,  employees  would  also  care  about  our 
business.  By  the  way,  we  have  probably  put  over  $125,000  back 
into  our  business  since  it  was  formed  in  January  1988. 

Union  and  management  worked  together  to  avoid  surprises.  We 
think  that  is  one  of  our  keys.  We  think  that  if  we  do  not  share  in- 
formation and  we  do  not  know  what  is  going  on  back  and  forth  and 
we  surprise  each  other,  the  ability  to  cooperate  is  certainly  hurt. 

We  also  feel  that  if  we  expect  the  employees  to  arrive  at  the 
same  decisions  that  we  arrive  at,  they  must  have  access  to  the 
same  information  which  we  have.  We  think  it  is  impossible  to  get 
to  the  same  conclusion  if  people  don't  have  the  same  information. 
We  are  very  conscious  of  that.  We  work  hard  to  share  data. 

We  have  a  lot  of  communications  processes  in  place — meeting 
with  employees  on  a  quarterly  basis,  a  weekly  communication  proc- 
ess, video,  individual  meetings  with  employees,  again  working  to 
bring  them  in  and  educate  them  in  the  process. 

What  has  happened  to  Detroit  Diesel  since  1988  as  far  as  results 
of  the  company  are  concerned?  Our  sales  in  1988  were  about  $800 
million.  We  expect  our  business  to  be  $1.4  billion  by  the  end  of  this 
year.  Our  on-highway  market  share  in  the  truck  business  was  at 
3  percent  at  the  end  of  1987.  At  the  end  of  1992,  we  were  over  26 
percent  of  that  market  share.  Our  employment  has  increased  by 
over  9  percent.  Absentee  rates  have  dropped  about  35  percent. 

Our  inventories  have  been  reduced  by  about  20  percent  because 
of  a  focus  on  a  pool  manufacturing  system,  while  at  the  same  time 
our  product  volume  has  increased  100  percent.  Finally,  our  produc- 
tivity improvement  during  this  period  of  time  has  been  at  about  35 
percent  during  that  5-year  period. 

Mr.  Brown.  Our  productivity  improvements  in  the 

Senator  Wofford.  Jim  Brown  is  president  of  Local  163,  United 
Automobile  Workers,  of  Redford  Township,  MI. 

Mr.  Brown.  That  is  "chairman,"  as  yourself,  and  it  is  in  Detroit, 
MI,  just  to  correct  the  record. 

Senator  Wofford.  Mr.  Chairman. 
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Mr.  Brown.  Out  productivity  gains  were  due  to  the  hourly  side 
of  the  house.  We  have  been  communicating  together  in  educating 
our  work  force  on  the  business.  We  do  not  helieve  that  you  can  go 
forward  without  educating  your  work  force.  When  you  try  to  imple- 
ment change,  the  natural  reaction  to  that  is  I  don't  understand  it, 
I  am  afraid  of  it,  so  I  will  back  away  from  it.  If  you  educate  your 
work  force,  they  understand  the  business.  They  will  accept  change 
much,  much  better,  and  it  has  been  a  very,  very  successful  story 
for  us. 

To  give  you  an  example,  we  are  putting  a  new  flywheel  housing 
line  in.  We  have  been  building  flywheel  housings  in  our  plant  for 
approximately  60  years.  We  do  a  very  good  job  of  it,  but  our  equip- 
ment is  getting  very  old,  so  we  are  replacing  equipment.  That 
doesn't  mean  it  isn't  good  equipment;  it  is  just  old  equipment.  But 
there  is  a  lot  of  good  technology  in  old  equipment. 

We  are  taking  the  technology  from  that  old  equipment  and  our 
employees'  input  from  running  those  jobs  for  the  last  20  years  and 
we  are  designing  a  new  line.  Our  employees  are  going  to  the  manu- 
facturer, helping  to  design  a  line  that  is  going  to  be  easier  for  them 
to  work  and  it  is  going  to  be  economically  safe  and  there  is  going 
to  be  more  productivity  out  of  the  line. 

Mr.  Walters.  Another  area,  as  an  example  of  the  kind  of  tech- 
nology that  we  believe  can  be  brought  forward  in  the  workplace  as 
a  result  of  working  together,  is  in  the  area  of  what  I  would  charac- 
terize as  process  technology.  We  have  been  involved  for  over  2 
years  together  on  what  we  call  cycle  time  reduction.  This  is  looking 
at  all  our  business  processes,  whether  it  is  on  the  manufacturing 
floor  or  in  the  engineering  offices,  mapping  those  processes,  trying 
to  understand  which  of  those  processes  are  value-added  and  which 
are  not  value-added,  working  to  eliminate  the  nonvalue-added  proc- 
esses and  thereby  improving  the  productivity  in  the  process,  re- 
sponding better  to  the  customer,  and  improving  the  quality  by  get- 
ting the  product  right  the  first  time. 

This  has  been  a  very  involved  process  with  our  entire  work  force. 
It  has  caused  us  in  what  we  call  our  make-market  cycle,  from  the 
time  we  receive  an  order  until  the  time  that  product  is  shipped  out 
the  door,  to  reduce  that  cycle  time  by  about  45  percent. 

In  our  engineering  area  our  design  development  process,  from 
the  time  we  get  an  idea  to  the  time  it  goes  into  manufacturing,  we 
have  also  reduced  that  cycle  time  between  40  and  45  percent. 
These  are  dramatic  changes  for  our  workplace  which  again  under- 
line the  customer  responsiveness,  and  the  way  we  have  gotten 
there  is  obviously  by  working  with  all  of  our  employees  in  a  joint 
process. 

Mr.  Brown.  I  would  like  to  give  you  another  example  of  some  of 
the  things  we  are  doing.  We  have  educated  our  work  force  to  the 
point  where  they  can  become  very  demanding.  In  1992,  collectively 
we  made  a  decision,  because  of  market  demands,  to  double  our  pro- 
duction in  1993.  There  was  a  plan  to  buy  blocks  from  a  supplier 
outside  our  plant.  Our  employees  felt  that  we  should  do  that  work 
inside. 

When  we  sat  down  and  collectively  talked  with  management,  the 
cost  to  do  that  block  line  internally  was  more  than  could  be  af- 
forded that  year.  The  hourly  work  force  would  not  accept  that. 
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They  said  we  think  the  figures  are  wrong;  we  would  like  to  have 
a  chance  to  drop  those  figures.  The  block  line — the  first  figure  was 
$28  million.  After  the  employees  researched  it  and  worked  with  the 
engineers,  they  came  back  with  a  figure  of  $12  million.  Then  they 
told  us,  the  union,  we  figured  a  way  to  drop  the  costs;  now,  you 
figure  a  way  to  get  it  in  here  and  get  the  dollars.  That  was  a  strug- 
gle, also. 

Mr.  Walters.  In  the  area  of  technology,  we  have  also  as  a  com- 
pany certified  the  world's  first  heavy-duty  alternate-fueled  engine 
for  the  U.S.  transit  bus  market.  In  1991,  we  announced  the  certifi- 
cation of  a  100-percent  methanol-powered  engine,  and  since  have 
developed  engines  capable  of  operating  on  ethanol  and  natural  gas. 

The  important  feature  about  this  is  not  only  are  we  bringing 
technology  from  an  engineering  perspective  to  the  process,  but 
whenever  you  are  introducing  a  new  product  such  as  a  methanol 
engine,  there  is  a  tremendous  amount  of  field  research  that  is  nec- 
essary to  test  that  product  to  make  sure  that  it  can  meet  the  emis- 
sions standards  and  the  durability  of  the  product  that  is  necessary 
in  the  marketplace. 

Whenever  we  have  engaged  in  projects  such  as  this  one,  we  will 
take  our  employees  from  the  manufacturing  floor  to  go  out  to  our 
test  site  areas  where  we  have  introduced  our  product  to  monitor 
that  process  for  us,  to  assist  us  in  the  manufacturing  process  to 
make  adjustments  to  that  process,  to  make  adjustments  to  the 
technology  so  that  we  can  successfully  move  forward.  A  project 
such  as  tnis  one  where  we  had  that  type  of  heavy  involvement  al- 
lowed us  to  be  the  first  one  to  the  marketplace  with  an  alternate- 
fueled  engine  capable  of  operating  in  the  U.S.  market. 

The  second  piece  I  would  like  to  point  out  that  goes  with  that 
technology  is  the  education  process  tnat  Jim  and  I  have  both  been 
referring  to.  About  2V2  years  ago  we  made  a  joint  investment.  The 
UAW,  utilizing  training  dollars  that  we  have  allocated  in  Detroit 
Diesel,  made  a  $7  million  in  a  training  and  fitness  facility  on  our 
property.  This  facility  is  jointly  run.  We  have  co-coordinators.  The 
trainers  in  this  facility  are  UAW  members,  as  well  as  members  of 
management,  so  that  we  train  jointly. 

The  opportunity  here  for  us  is  one  of  not  only  training  our  em- 
ployees so  that  they  understand  the  technology  that  we  are  moving 
forward  with,  but  we  also  train  our  distributors,  our  customers,  our 
dealer  organizations,  and  OEMs  who  build  final  products  with  our 
engines  in  them.  This  has  been  a  tremendous  undertaking  for  us. 
It  nas  created  a  significant  rallying  point  for  our  company  where 
we  work  on  a  day-to-day  basis  together  jointly  moving  the  edu- 
cation process  for  our  employees  forward. 

Mr.  Brown.  In  our  machining  area  of  our  plant,  6  years  ago 
there  were  approximately  400  employees  on  a  3-shift  operation. 
But  due  to  some  noncompetitiveness  in  our  areas,  a  lot  of  that 
work  was  lost.  We  as  a  company  and  a  union  together  looked  at 
ways  to  bring  that  work  back  in.  We  went  to  the  employees  and 
we  suggested  that  we  wanted  to  sell  machining  operations,  but  we 
took  a  5-man  job  and  turned  it  into  a  1-man  job  using  new  tech- 
nology. 

The  first  thing  we  heard  from  the  hourly  work  force  is  it  is  not 
hard  to  figure  out  that  if  you  are  taking  4  jobs  or  5  jobs  and  turn- 
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ing  them  into  1,  3  people  are  going  to  lose  their  jobs.  We  told  the 
employees  that  if  we  do  what  is  right,  using  new  technology,  we 
can  go  out  and  bring  more  work  back  in.  So  you  will  not  lose  jobs, 
you  will  eventually  gain  jobs.  We  have  proven  that  to  our  work 
force,  which  has  built  on  the  trust,  so  it  gives  us  the  ability  to  go 
out  and  do  more  of  these  things. 

In  conclusion,  the  merging  of  technology  and  improvement  of  the 
relationship  in  our  work  force  has  allowed  us  to  be  competitive  in 
the  workplace,  responsive  to  our  customers,  profitable  as  a  com- 
pany, innovative,  and  has  caused  us  to  develop  that  can-do  attitude 
about  our  ability  to  compete  in  the  world  marketplace  together.  We 
have  gained  a  tremendous  degree  of  respect  in  the  industry  due  to 
our  joint  work  effort,  and  that  has  allowed  us  to  address  this  dis- 
tinguished committee  today. 

Thank  you. 

[The  prepared  statement  of  Mr.  Walters  follows:] 


Prepared  Statement  of  Paul  F.  Walters 

Good  morning,  Mr.   Chairman  and  Committee  Members.     Thank  you 
for  the  opportunity  to  talk  about  our  company,  Detroit  Diesel 
Corporation,  and  the  UAW  Local  163  in  the  area  of  labor/ management.     I 
am  Paul  Walters,  Senior  Vice  President- Administration,  Detroit  Diesel 
Corporation. 

Good  morning,  Mr.  Chairman  and  Committee  Members.     I  am  Jim 
Brown,  Chairman  UAW  Local  163. 

To  understand  Detroit  Diesel  Corporation,  you  need  to  understand 
our  history.     We  were,  prior  to  January  1,  1988,  a  division  of  General 
Motors,  making  heavy-duty  diesel  engines.     In  the  late  1970s,   early 
1980s,  this  division  began  to  suffer  quality  problems,  and  as  a  result, 
lost  customer  confidence.     Sales  began  to  suffer,  employees  were  laid 
off,  and  the  division  was  losing  money.     One  of  the  strongest  markets 
for  the  company,  the  on-highway  truck  market,  slipped  to  only  3% 
share  by  the  end  of  1987. 

UAW  Local  163's  relationship  with  the  company  during  the  period 
1970-1988  can  at  best  be  described  as  bad.     There  was  no  trust,  there 
was  no  employee  input  and  there  were  too  many  surprises.     There  were 
open  grievances  in  1988  totaling  2400.     The  total  average  for  thirteen 
years  was  450  open  grievances  per  year. 
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The  workforce  was  not  willing  to  make  changes,  nor  was  the 
union  leadership.     It's  not  smart  when  there  is  no  trust. 

Business  knowledge  didn't  exist.     Employee  representatives  didn't 
care  about  the  business,  weren't  part  of  the  business,  and  didn't  take 
the  time  to  learn  the  business,  and  to  add  to  the  existing  problems,   GM 
put  Detroit  Diesel  up  for  sale.     This  caused  a  tremendous  amount  of 

uncertainty  among  the  workforce. 

As  GM  sought  to  form  a  partnership  for  this  business  and  after 
an  earlier  unsuccessful  attempt  to  form  a  joint  venture  with  John  Deere 
in  1986,  agreed  in  late  1987  to  form  a  new  company  with  Roger  Pen? ke 
to  be  called  Detroit  Diesel  Corporation.     This  new  company  is  80%  owned 
by  Penske  Transportation  Holdings  Corp.  and  20%  by  General  Motors. 

Roger  Penske,  who  had  been  a  distributor  for  Detroit  Diesel 
products,  believed  that  the  new  company,  which  began  on  January  1, 
1988,  had  tremendous  potential  if  some  important  changes  could  be 
made. 

The  changes  began  with  three  objectives  in  mind: 

1)  Customer  focus  and  responsiveness  had  to  be  the  best  in  the  world, 

2)  We  needed  to  develop  a  "can  do"  attitude  as  a  company,  and 

3)  We  needed  to  be  financially  strong  enough  to  withstand  the  cycles  of 
the  marketplace. 

How  do  these  objectives  flow  to  the  hourly  workforce? 

Number  one  is  customer  focus.     The  average  hourly  employee  for 
many  years  had  no  interface  with  customers.     Therefore,  they  didn't 
understand  or  care  about  the  customers'  needs.     The  educational 
process  began. 

Number  two  was  "can  don  attitude.     Before  the  union  leadership 
could  accept  a  "can  do"  attitude,  they  had  to  develop  a  "want  to  do" 
attitude.     This  began  the  communication /education  process. 

Number  three  was  the  financial  focus.     Employees  didn't 
understand  the  business,  especially  the  financial  side.     This  is  when        ^ 
the  business  meetings  started,  an  important  part  of  the  communication 
and  educational  processes. 
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To  accomplish  these  objectives,   management  believed  it  needed  to 
take  the  first  steps  with  the  union  and  with  all  employees. 

The  communication  process  was  expanded  to  provide  information  to 
everyone  in  the  organization  about  products,  market  share  and  the 
financial  condition  of  the  business.     Union  representatives  were  brought 
into  the  decision-making  process  early,  their  advice  was  sought  out. 
Housekeeping  and  facilities  upgrading  was  undertaken  with  the  belief 
that  if  we  showed  that  we  cared  about  where  we  worked,  the  employees 
would  also  begin  to  feel  more  positive  about  the  workplace.     Union  and 
management  worked  to  avoid  surprises.     Open  and  honest  communication 
resulted  In  both  sides  understanding  and  agreeing  to  ideas  before  they 
became  an  issue,  before  either  side  got  locked  into  a  "wrong"  position. 
This  perspective  of  "not  surprising"  each  other  created  more  dialogue 
and  laid  the  foundation  of  trust  that  would  allow  the  working 
relationship  to  improve  over  time. 

Today  at  Detroit  Diesel,  our  communications  process  is  multi- 
faceted.     We  have  quarterly  meetings  with  all  employees  presented  by 
Roger  Penske  and  Lud  Koci,  our  president.     We  have  monthly  video 
updates  on  our  business,  weekly  newsletters,  monthly  breakfast  and 
luncheon  meetings  with  employees  and  supervisors,  weekly  employee 
participation  group  meetings,  cross -functional  team  meetings  focused  on 
reducing  cycle  time,  "fireside  chats"  with  our  Series  60  engine  team  and 
innumerable  individual  and  small  group  discussions  throughout  our 
facility.     The  average  employee  in  this  plant  probably  knows  as  much 
about  this  business  as  the  average  executive  in  any  other  company. 

We  plan  together,   share  input  together,  and  take  risks  together. 
Whether  it's  upgrading  a  new  engine  block  machining  line,  increasing 
capacity  on  our  engine  manufacturing,  resolving  a  FASB  106  issue, 
building  a  training  center,  buying  a  new  business  or  strategizing  on 
the  future  direction  of  our  products — all  of  these  programs  are 
discussed  together,  planned  together  and  communicated  together. 
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Is  there  a  risk  in  this  type  of  relationship?     Yes,  there  is.     But 
if  you  sincerely  care  about  the  people  you  represent  and  represent 
them  properly,  you  know  they  will  respond  to  your  needs  when 
necessary. 

As  evidence  of  this,  we've  had  two  elections  since  1988.     100%  of 
the  elected  officials  were  reelected,  98%  of  which  ran  unopposed. 

When  our  company  was  formed  we  lived  under  the  GM/UAW 
national  agreement  which  had  a  successor  clause,  but  in  1990  we 
negotiated  our  first  stand-alone  master  agreement. 

This  negotiation  process  took  on  the  form  of  a  problem-solving 
endeavor.     The  objective  was  to  have  an  agreement  that  satisfied  the 
needs  of  the  business  and  the  needs  of  the  employees. 

How  confident  were  we  that  we  could  reach  these  objectives?     We 
were  confident  enough  that  we  did  not  ask  for  a  strike  vote  and  the 
company  was  confident  enough  it  did  not  attempt  to  stockpile  product 
anticipating  a  work  stoppage. 

We  believe  we  were  successful  in  this  negotiation  process  and 
established  an  agreement  that  works  for  us.     Our  business  has 
continued  to  grow,  we  have  hired  new  employees,  we  have  paid  profit- 
sharing,  we  have  gained  market  share,  we  have  in-sourced  work  and 
we  continue  to  be  a  technological  leader. 

The  results  of  our  working  together  are  very  tangible  and  dramatic. 

•  Detroit  Diesel  Corporation's  sales  have  increased  from  (800  million  in 
1988  to  projected  sales  of  over  $1.4  billion  in  1993. 

•  Our  on-highway  market  share  has  climbed  from  3%  in  1987  to  over 
26%  at  the  end  of  1992. 

•  Our  employment  has  increased  about  9% 

•  Absentee  rates  have  improved  35%. 

•  Our  inventories  have  been  reduced  by  over  20%  while  our  engine 
production  volumes  have  increased  by  over  100%. 

•  And  finally,  our  productivity  has  improved  30%  from  1988  to  1992. 
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These  productivity  improvements  are  in  large  measure  a  result  of 
the  changes  in  the  people  part  of  our  business.     This  change  in  our 
relationship  has  then  allowed  the  use  of  new  technologies  and 
manufacturing  processes  such  as: 

As  the  technology  for  a  new  flywheel  housing  line  is  being 
designed,  the  employees  on  the  existing  production  line  are  being  asked 
to  show  the  engineers  what's  good  about  the  design  of  the  line  they 
work  on  and  what's  bad  about  it.     The  joint  design  team's  job  is  to 
design  out  the  bad  parts.     Once  again,  employees  will  contribute  all 
their  job  knowledge  to  assure  that,  as  a  team,   the  newly  designed 
production  line  will  use  technology  effectively  to  assure  both  product 
quality  and  ergonomically  appropriate  jobs. 

The  products  we  manufacture— heavy-duty  diesel  engines—  are 
evolving  into  very  sophisticated  power  plants,  due  to  market  demands 
and  legislation. 

Our  customers  are  requiring  better  fuel  economy,   the  capability 
to  operate  equipment  longer,  and  the  equipment  must  meet  increasingly 
stringent  emission  laws. 

In  order  to  provide  the  products  our  customers  demand,  we  are 
successfully  developing  new  technologies  such  as  advanced  engine 
electronics  and  ceramic  components  allowing  us  to  improve  the  engine 
combustion  process. 

The  skills  of  our  employees  and  our  technological  leadership  have 
allowed  us  to  respond  to  our  customers'  requests. 

•  We  were  asked  to  provide  engines  powering  equipment  used  in  Desert 
Storm  to  support  our  troops.     We  successfully  delivered  those 
products. 

•  We  certified  the  world's  first  heavy-duty  alternate  fueled  engine  for 
the  U.S.   transit  bus  market.     In  1991,  we  announced  certification  of 
a  100%  methanol  powered  engine  and  since  have  developed  engines 
oapable  of  operating  on  ethanol  and  natural  gas. 
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»     Due  to  our  business  growth  and  hiring  of  new  employees  during  the 
past .  five  years ,  virtually  everyone's  job  has  changed  and  with  new 
skills  now  necessary  for  high  performance,   constant  training  takes 
place.     In  order  to  support  the  employees  with  the  kind  of  training 
necessary  for  a  change  of  this  magnitude,  Detroit  Diesel  and  the 
UAW  Local  163  jointly  funded  and  built  and  operate  jointly  a  world- 
class  training  and  fitness  center  connected  to  the  plant.     The  union 
is  a  partner  in  running  the  business  and  is  involved  in  all  decision- 
making.    This  training  center  also  serves  as  our  worldwide  product 
training  center  for  customers,   distributors,   dealers  and  OEMs. 
•     We  have  had  profit  sharing  since  1988,  the  first  year  of  our 

business.     We  have  continued  to  have  profit  sharing  each  year  for 
the  past  five  years  and  believe  it  has  had  the  positive  effect  of  our 
employees  focusing  more  consistently  on  the  profitability  and 
operation  of  our  business. 

In  conclusion,  the  merging  of  technology  and  improvement  in  the 
relationship  with  our  workforce  has  allowed  us  to  be  competitive  in  the 
market  place,  responsive  to  our  customers,  profitable  as  a  company, 
innovative,  and  has  caused  us  to  develop  that  "can  do"  attitude  about 
our  ability  to  compete  in  the  world  market  place  together.     We  have 
gained  a  tremendous  degree  of  respect  in  the  industry  due  to  our  joint 
work  effort  and  that  has  allowed  us  to  address  this  distinguished 
ittee  today. 
Thank  you. 
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Senator  WOFFORD.  Thank  you  very  much  for  beginning  the 
record  that  is  going  to  be  very  important  for  us.  I  think  later  we 
are  going  to  have  some  testimony  as  to  what  doesn't  work  and 
what  obstacles  people  see  in  the  way  of  labor-management  coopera- 
tion, and  that  is  important,  too.  But  in  this  country  I  can't  think 
of  anything  more  important  right  now  than  finding  the  success  sto- 
ries and  nighlighting  them,  singing  them,  and  helping  them 
spread,  and  I  think  you  have  helped  make  them  contagious  this 
morning  and  I  salute  you  for  it. 

Senator  Kassebaum  is  going  to  go  for  a  while  to  another  obliga- 
tion, so  she  should  start. 

Senator  Kassebaum.  Thank  you  very  much,  Mr.  Chairman.  Just 
to  be  brief,  one,  I  would  like  to  say  I  do  support  S.  1020,  and  I  don't 
believe  I  am  a  cosponsor. 

Senator  Wofford.  You  are  now. 

Senator  Kassebaum.  I  would  like  to  be  added  as  such  because 
the  comments  I  have  aren't  in  any  way  critical  of  S.  1020,  but  I 
must  question,  as  I  mentioned,  the  effect  of  the  Electromation  deci- 
sion by  the  National  Labor  Relations  Board  as  far  as  what  can  con- 
stitute a  good  employer-employee  working  relationship. 

Mr.  Garrity,  just  to  ask  you  one  question,  but  it  would  apply,  I 
think,  to  anybody.  You  mentioned  that  Corning  has  developed  a 
worker-management  team.  Who  participates  in  that  team?  Is  it  the 
line  workers  and  top  management?  What  role — and,  Mr.  Bronson, 
maybe  you  can  answer  this — does  the  union  play  in  this  relation- 
ship? 

Mr.  Garrity.  Yes,  Senator,  I  would  be  glad  to  respond.  Actually, 
when  we  started  this  worker  participation,  we  knew  right  up  front 
that  we  would  need  all  the  help  we  could  get  and  from  day  one  we 
were  working  hand-in-hand  with  our  union  because  they  really 
brought  to  the  table  a  lot  of  experience  and  support.  They  them- 
selves— when  it  really  came  down  to  it,  we  were  really  shooting  for 
the  same  result,  more  job  security  for  our  people,  more  competitive- 
ness. 

Every  one  of  my  businesses  in  Corning  could  be  out  of  business 
within  5  years,  so  we  knew  that  we  had  to  become  global,  so  every- 
one participates.  We  actually  even  have  a  goal-sharing  plan  that 
we  jointly  put  together  and  it  has  a  sunset  clause  of  1  year.  If  ei- 
ther one  of  us  decides  it  is  not  working  for  us,  we  cancel  it.  So  it 
really  is  joint  participation.  They  have  access  to  all  the  numbers. 
Anything  management  has  is  on  the  table.  That  is  the  only  way  we 
can  make  it  work,  so  it  is  joint. 

Senator  Kassebaum.  Do  you  discuss  things  like  work  rules,  safe- 
ty issues? 

Mr.  Bronson.  In  our  plan,  we  have  a  steering  committee  that  is 
comprised  of  half  company,  half  union,  and  they  appointed  design 
teams  which  were  half  company  and  half  union.  Yes,  we  have  a 
voice  in  just  about  every  phase  of  the  operation  now.  As  he  men- 
tioned, goal-sharing — that  committee  projects  the  goals  for  the  fol- 
lowing year,  and  that  group  is  comprised  of  company  and  union. 

Senator  Kassebaum.  Have  you  ever  worried  that  you  might  be 
in  violation  of  the  National  Labor  Relations  Act  because  your  work- 
er teams  could  be  termed  an  employer-dominated  labor  organiza- 
tion? 
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Mr.  Bronson.  Well,  if  you  heard  some  of  our  meetings,  you 
would  know  that  is  not  the  case. 

Senator  KASSEBAUM.  Thank  you,  Mr.  Chairman.  I  just  wanted  to 
say  that  I  am  very  supportive  of  S.  1020,  and  please  don't  view  the 
comments  I  have  raised  as  criticism  of  S.  1020,  but  more  as  some- 
thing that  we  really  do  have  to  address  to  see  that  these  employer- 
employee  teams  work  well. 
Thank  you  very  much. 

Senator  Wofford.  Could  I  ask  a  corollary  question?  How  do  you 
square  or  mesh  the  process  you  have  just  described  with  the  regu- 
lar labor  bargaining,  labor-management  negotiation? 

Mr.  Garrity.  What  we  decided  to  do  was  that  we  determined 
that  we  didn't  have  to  break  any  agreements,  nor  any  contracts  to 
do  this,  and  we  decided  that  right  up  front.  In  fact,  we  have  a  docu- 
ment which  probably  was  one  of  the  first  ones  in  the  United  States 
in  a  unionized  environment.  It  was  called  "Partnership  in  the 
Workplace,"  and  the  only  rule  was  that  we  didn't  want  any  lawyers 
putting  it  together  with  us. 

We  did  it  and  talked  to  each  other  in  common  terms  that  we  both 
understood,  and  we  wanted  to  explain  to  our  work  force  what  it 
really  was  about.  So  we  have  regular,  ongoing  3-year  contracts.  We 
have  regular  bargaining  that  goes  on,  and  this  becomes  an  integral 
part  of  it  and  it  is  not  something  that  is  outside  of  that  bargaining. 
Senator  Wofford.  Do  other  members  of  the  panel  want  to  com- 
ment on  any  of  these  questions? 

Mr.  Edmunson.  I  would  like  to.  At  Web  Industries,  we  try  very 
hard  to  run  an  opening  company  and,  you  know,  we  are  working 
on  structures  that  give  people  a  voice  in  a  lot  of  different  things. 
All  our  information  is  open,  but  for  us  it  is  based  on  a  deep  belief 
in  synergy.  There  is  something  that  we  say  a  lot  in  our  company: 
none  of  us  is  as  smart  as  all  of  us,  and  I  don't  think  that  American 
industry  can  afford  to  box  different  classes  of  workers  out  of  certain 
types  of  decisions.  There  have  to  be  some  ways  for  us  to  get  the 
benefits  that  come  from  a  meaningful  interaction. 

I  appreciated  what  Willie  said  just  a  second  ago  in  response  to 
the  question,  gee,  is  this  a  management-dominated  union.  He  said 
just  come  to  some  of  our  meetings  and  you  know  it  is  not  the  case, 
and  that  is  very  much,  I  think,  the  dvnamic  we  see  in  our  com- 
pany, too,  and  it  does  result  in  a  powerful  synergy. 
Senator  Wofford.  Does  anyone  else  want  to  comment  on  this? 
Mr.  Walters.  I  guess  I  would  just  like  to  add  that  if  we  were 
to  look  at  our  negotiation  process,  that  formal  part  of  the  relation- 
ship, I  think  we  have  treated  that  more  as  a  problem- solving  en- 
deavor. We  both  go  in  with  concerns,  we  both  go  in  with  needs,  and 
I  think,  as  the  other  panelists  have  said,  if  you  have  that  kind  of 
relationship  where  you  have  open  dialogue  and  you  are  sharing  in- 
formation, I  think  the  results  are  very  successful.  Both  people  walk 
away  with  a  feeling  that  you  have  moved  the  interests  of  the  em- 
ployees and  you  have  moved  the  interests  of  the  company  forward, 
and  I  think  our  process  works  very  much  that  way. 
Senator  Wofford.  Jim  Brown. 

Mr.  Brown.  We  as  a  union  have  asked  for  a  partnership  role  m 
running  that  business,  and  when  you  are  a  partner  running  a  busi- 
ness, that  means  you  are  involved  in  the  good  decisions  and  the 
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bad  decisions.  So  there  is  a  lot  of  scary  stuff  involved  in  being  a 
real  partner  in  a  business  from  a  union  standpoint.  We  do  that,  we 
do  it  well.  We  communicate  well,  and  if  you  do  that  over  time, 
when  you  get  to  negotiations  you  have  very  few  problems  left  to 
talk  about. 

Senator  Wofford.  Robert  Zicaro. 

Mr.  Zicaro.  Yes.  I  would  like  to  just  add  one  thing  about  some- 
thing I  am  involved  with  with  the  self-directed  work  teams.  I  think 
our  management  structure,  you  know,  without  middle  management 
on  the  production  floor  like  it  used  to  be — the  top  management  of 
the  plant  is  really  more  in  a  servant  role.  They  are  really  serving 
the  needs  of  the  production  workers  and  the  team. 

If  we  come  forward  with  an  improvement  on  a  machine,  we  just 
go  ahead  and  do  it  and  they  will  support  us  in  whatever  resources 
we  need  to  get  it  done.  That  is  quite  a  different  change  from  the 
way  it  used  to  be.  That  would  have  never  happened  before.  In  fact, 
having  management  structure  dictate  that  would  actually  prohibit 
any  kind  of  improvement.  So  it  is  more  of  a  servant  role,  I  think, 
a  manager  would  take. 

Senator  Wofford.  Norman  Garrity  is  right.  It  was  not  the 
Charleroi  operation  that  I  had  the  pleasure  of  giving  the  labor- 
management  cooperation  award  to,  but  it  was  Corning,  Corning- 
Asahi  Video  near  State  College.  It  is  one  of  the  stories  in  "Tales 
of  a  New  Pennsylvania"  on  our  success  stories  there,  and  I  will  put 
it  in  the  record  to  add  some  other  information. 

[The  information  referred  to  may  be  found  in  additional  mate- 
rial.] 

Senator  Wofford.  The  question  of  jobs  and  to  what  extent  this 
approach  makes  for  more  jobs  or  saves  jobs — we  have  had  a  few 
pieces  of  evidence,  but  I  wonder  if  each  of  the  operations  here  who 
can  contribute  something  would  comment  on  whether  you  can  ei- 
ther quantify  or  give  us  some  sense  of  the  degree  to  which  this  ap- 
proach has  saved  jobs  or  created  more  jobs.  Jim  Brown  was  giving 
us  some  examples  of  that  before,  but  any  further  information  for 
our  enlightenment? 

Mr.  Brown.  As  mentioned  before,  in  the  last  10  years  probably 
60  percent  of  our  machining  operation  was  out-sourced,  and  that 
was  because  we  were  not  competitive  in  that  area.  We  have  taken 
tremendous  steps  in  becoming  more  competitive.  It  is  easy  to  sit 
back  and  say  we  lost  a  lot  of  jobs,  but  the  real  thing  is  to  go  out 
and  find  why  you  lost  them,  what  it  is  going  to  take  to  change  that 
and  get  the  people  involved  because  in  a  lot  of  cases  the  people 
aren't  involved  when  the  work  goes  out  and  a  lot  of  things  could 
be  said  to  change  that.  So  we  are  really  working  with  the  people 
to  bring  those  jobs  back  and  we  have  been  very  successful  in  doing 
that.  We  feel  that  we  are  probably  more  competitive  than  some  of 
the  small  businesses  that  we  lost  the  jobs  to  years  ago. 

Senator  Wofford.  Others  who  would  like  to  give  us  any  infor- 
mation on  jobs? 

Mr.  Walters.  I  would  just  add,  as  we  mentioned  in  the  record, 
our  employment  has  grown  by  about  9  percent  since  we  started  the 
company.  Prior  to  that,  there  were  thousands  of  jobs  lost  in  that 
division.  I  think  the  biggest  change  has  not  only  been  that  we  have 
good  products  that  arenigh-tech  and  meet  the  needs  in  the  mar- 
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ketplace,  but  delivery  of  the  product  is  just  the  beginning  of  the 
process  for  the  customer. 

If  you  aren't  following  up  with  the  customer,  if  you  aren't  servic- 
ing that  product,  if  you  aren't  concerned  when  they  have  a  problem 
with  their  product,  which  is  where  the  people  end  of  our  business 
comes  in,  and  the  service  and  follow-up,  then  you  aren't  going  to 
retain  the  business  and  you  aren't  going  to  grow  the  business. 

I  think,  again,  that  involvement,  getting  people  out  to  serve  the 
customers  needs  after  you  have  sold  them  the  product,  continues 
to  grow  our  business  and  build  on  the  technology. 

Senator  Wofford.  Web. 

Mr.  Zicaro.  I  would  definitely  agree  that  worker  involvement 
would  lead  to  more  jobs  because  what  you  are  doing  is  you  are  de- 
veloping new  technologies.  In  our  case,  the  new  slitting  technology 
that  we  have  developed — there  is  no  doubt  that  we  are  going  to  be 
able  to  service  customers  we  never  had  to  before,  and  over  the 
years  as  we  develop  more,  we  probably  will  be  growing  our  work 
force.  So  I  think  the  worker  involvement  can  add  more  jobs. 

Senator  Wofford.  Charles. 

Mr.  Edmunson.  Tom  Peters  said  something  one  time  that  we 
have  taken  to  heart.  He  said  the  only  sustainable  competitive  ad- 
vantage is  to  learn  faster  than  your  competition,  and  we  believe 
that.  My  own  State  of  Massachusetts  saw  the  evaporation  of  the 
Massachusetts  miracle,  you  know,  with  the  decline  in  high-tech  de- 
fense spending  and  the  recession.  Our  plant  there  is  growing,  and 
it  is  growing,  I  think,  because  we  are  becoming  more  competitive 
and  reaching  out  and  pouncing  on  new  opportunities  that  we 
couldn't  do  if  we  didn't  have  everyone  engaged. 

Senator  Wofford.  William  Bronson. 

Mr.  Bronson.  Well,  I  think  the  best  way  to  put  it  is  to  look  at 
the  record.  At  one  stage  we  were  a  dying  plant,  and  through  the 
process  we  not  only  created  jobs,  but  there  is  new  technology,  there 
are  more  comfortable  people,  and  the  jobs  are  still  coming.  We 
found  out,  sure,  you  may  combine  a  job,  but  in  the  long  run  it  cre- 
ates more  work,  so  it  does  work. 

Senator  Wofford.  Norman  Garrity. 

Mr.  Garrity.  Yes,  just  a  quick  comment.  Between  1970  and 
1985,  Corning  shut  down  or  sold  22  plants.  Since  we  initiated  this 
effort  in  the  mid-1980's,  we  have  not  shut  down  or  sold  one  oper- 
ation and  in  the  last  5  years  we  have  added  4  new  facilities;  one, 
just  a  month  ago,  we  announced  the  ground-breaking. 

It  is  interesting  that  older  facilities  or  newer  facilities  can  take 
advantage  of  the  process.  It  doesn't  have  anything  to  do  with  peo- 
ple being— Charleroi  is  100  years  old.  Two  other  factories  were  over 
70  years  old.  All  of  them  were  in  trouble  at  one  point  and  are  now 
global  competitors.  So  it  absolutely  not  only  saves  jobs,  but  it  defi- 
nitely, done  well,  gets  you  closer  to  the  customer  and  it  can  im- 
prove employment. 

Senator  Wofford.  You  are  all  in  some  form  of  international  com- 
petition, I  believe,  if  I  have  heard  you  right,  and  correct  me  if  I  am 
wrong.  Some  of  that  out-sourcing  has  been  way  out  to  other  coun- 
tries. Do  you  have  any  further  light  to  throw  on  how  this  has  af- 
fected your  international  competitiveness  and  any  measure  you 
have  of  how  our  competitors  overseas  are  implementing  advanced 
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work  practices?  Have  you  learned  anything  from  the  overseas  com- 
petition? Are  you  now  ahead  of  it? 

Mr.  Garrity.  I  will  be  glad  to  comment.  Corning  does  have  oper- 
ations around  the  world.  In  fact,  those  operations  are  installing  the 
workplace  partnership.  Our  German  operation  right  now  is  going 
through  part  of  this  major  re-design,  and  we  just  opened  up,  in  the 
face  of  the  recession,  a  plant  in  Shizouka,  Japan,  that  makes  LCD 
glass.  It  is  probably  one  of  the  few  companies  that  are,  on  their 
own,  building  a  plant  on  Japanese  soil.  That  plant,  believe  it  or 
not,  is  utilizing  tine  workplace  partnership  that  was  originated  in 
the  United  States.  So  we  are  talking  advantage  of  it  on  a  world- 
wide basis,  all  of  our  operations. 

Senator  Wofford.  Paul  Walters. 

Mr.  Walters.  We  are  an  international  business,  but  all  of  our 
manufacturing  is  done  in  the  U.S.  In  most  of  our  major  markets 
in  the  U.S.,  we  have  very  little  influx  of  Japanese  products.  I  think 
part  of  the  reason  for  tnat  is  the  price  issue.  We  work  very  hard 
in  our  industry  to  not  only  have  technology — and  we  believe  some 
of  our  technology  is  the  best  in  the  world — but  we  work  hard 
enough  at  the  process  to  reduce  cost  and  be  price-competitive, 
which  can  make  you  competitive  to  the  point  where  foreign  com- 
petition finds  it  very  difficult  to  enter  your  marketplace.  The  price 
of  entry  can  be  very  expensive.  So  we  do  make  products  in  the  U.S. 
that  we  do  ship  worldwide  and  I  think  we  are  recognized,  espe- 
cially in  our  fuel  systems,  as  one  of  the  leaders  worldwide. 

Senator  Wofford.  Charles  Edmunson. 

Mr.  Edmunson.  About  3  years  ago  I  made  a  trip  to  Japan  as  part 
of  an  executive  MBA  program  I  was  in  and  spent  a  week  touring 
Japanese  manufacturing,  and  I  learned  an  important  lesson  there 
because  I  toured  these  companies  which  ranged  from,  you  know, 
the  giant  Nissan  factory  to  small  companies  my  own  size.  It  struck 
me  that  they  were  not  building  their  manufacturing  edge  just  on 
high-tech  equipment. 

These  factories  that  I  was  touring  had  equipment,  in  many  cases, 
much  older  than  the  equipment  in  my  own  company,  but  they  had 
engaged  all  of  their  people  and  you  could  see  ideas  bristling  all 
over  this  old  equipment,  I  mean  almost  held  in  place  with  wire  and 
tape.  I  mean,  it  wasn't  like  that,  but  they  had  engaged  their  people 
continuously  thinking  about  their  processes. 

I  remember  talking  to  them  about  it  and  they  sort  of  laughed  at 
the  American  approach  to  manufacturing.  You  know,  Americans 
will  take  a  bunch  of  engineers  and  put  them  in  a  closet  for  2  years 
and  let  them  figure  out  the  next  great  advance.  What  the  Japanese 
are  doing  is  constantly  re-engineering  right  there  on  the  production 
floor.  When  it  comes  time  for  the  new  equipment,  it  has  almost  de- 
signed itself,  and  I  think  that  is  an  important  lesson. 

Senator  Wofford.  How  do  we  do  the  training  for  this?  The  qual- 
ity college  we  heard  about  from  Corning  I  would  like  to  hear  some- 
thing more  about.  We  have  just  a  few  minutes  more  before  we  will 
take  a  brief  recess  to  welcome  Secretary  Reich,  but  the  whole  as- 
pect of  training  to  prepare  us  for  this  new  approach — how  do  we 
doit? 

Mr.  Garrity.  Senator,  Corning  did  a  lot  of  benchmarking  early 
on  in  the  1980's  and  mid-1980' s  and  determined  that  you  could  not 
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become  a  world-class  competitor  if  you  didn't  have  a  skilled  work 
force,  and  that  was  obvious  to  us.  What  we  found  out  was  that  our 
employees  were  not  trained.  They  weren't  ready  for  the  demands 
of  a  world-class  employee  participation. 

So  we  set  out  the  quality  college.  Jamie  Houghton  put  up  the 
money  in  the  recession  of  1983.  Many  people  thought  he  was  nuts. 
Everyone  in  the  company,  33,000  employees,  were  going  to  go 
through  this  quality  college,  and  it  was  really  the  first  step.  Our 
benchmarking  said  that  if  you  are  not  around  5  percent  of  your 
total  work  hours  in  training,  you  are  probably  not  world-class  or 
probably  don't  have  a  shot  at  world-class. 

I  can  tell  you  that  one  of  our  plants,  the  Blacksburg  facility, 
which  is  probably  on  the  far  end  of  the  continuum  of  workplace 
partnership,  spent  30  percent  their  first  vear,  20  the  second,  and 
now  for  the  first  time  under  10  percent  oi  their  total  hours  worked 
is  for  training.  You  have  to  make  a  major  commitment  for  it.  In 
fact,  Corning  nas  been  at  5  percent  for  a  number  of  years  and  our 
effort  now  is  on  the  effectiveness  of  the  5-percent  training,  not  just 
the  percentage. 

Senator  Wofford.  One  of  my  key  advisers  over  the  past  years, 
Ed  Dullworth  formerly  of  Topps,  ana  General  Foods  in  Topeka,  also 
says  that  the  investment  of  time  from  the  chief  executives  and  the 
managers  at  the  very  top  is  very  crucial  to  this  to  make  it  clear 
that  it  really  is  something  that  the  top  of  the  organization  practices 
and  believes  in,  too.  How  did  you  get  people  to  learn  how  to  do 
this? 

Robert  Zicaro. 

Mr.  Zicaro.  I  would  like  to  make  a  comment  in  regard  to  Web. 
It  is  a  little  bit  of  a  unique  approach,  but  the  concept  of  reading 
books  sounds  like  such  a  fundamental  thing  and  so  obvious.  But  in 
my  case,  reading  books  by  Dr.  Edward  Demming,  Steven  Cove, 
Tom  Peters — really  getting  into  the  minds  of  great  thinkers  in 
business  has  helped  me  quite  a  bit,  and  we  actually  can  do  that 
on  our  company  time.  We  meet  once  a  week  at  lunchtime  and  actu- 
ally do  that,  and  try  to  use  that  information  and  bring  it  to  the  pro- 
duction floor  and  just  try  it,  literally  try  it;  not  just  sit  around  and 
talk  about  it,  but  try  to  do  these  things. 

Another  thing  that  has  been  very  important  is  the  ESOP  associa- 
tion, the  chapter  in  New  England,  in  particular,  has  worker  work- 
shops where  they  send  employees  to  each  other's  companies  and 
front-line  people  talk  with  each  other  about  things  that  they  are 
doing.  So  you  are  getting  firsthand  knowledge  of  what  works  and 
what  doesn't  work  and  you  are  sharing  this  network  of  information. 
I  have  gotten  a  lot  of  great  ideas  and  brought  them  back  to  Web. 

Senator  Wofford.  Well,  you  have  given  me  an  idea  for  my  own 
Senate  staff.  We  ought  to  start  reading  some  books,  which  I  don't 
know  if  anybody  does  down  here,  and  read  them  together  and  talk 
about  them  and  practice  it  in  our  operation.  In  Pennsylvania,  I 
began  to  think  that  the  manufacturing  sector  was  moving  far 
ahead  of  the  public  sector  in  practicing  any  of  this  in  terms  of  get- 
ting high-performance  organizations.  The  Vice  President's  mission 
right  now,  applied  to  government  and  the  Federal  Government,  is 
absolutely  crucial  because  I  am  sure  all  of  you  are  ahead  of  most 
government  bureaucracies  from  everything  we  have  heard  today. 
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Your  Dr.  Demming  was  one  of  the  first  challenges  to  me  because 
you  know  the  story  that  in  World  War  II  we  had  10,000  labor-man- 
agement committees  in  all  the  war  production  factories  of  the  Unit- 
ed States.  It  is,  in  a  sense,  what  let  us  win  World  War  II.  At  the 
end  of  it,  both  labor  and  business  decided  to  go  back  to  the  old 
ways  of  adversarial,  getting  their  part  of  the  pie,  and  they  were  all 
abolished  practically  in  the  whole  of  the  country. 

Meanwhile,  General  McArthur  gets  Dr.  Demming  to  come  to 
Japan  to  tell  them  how  we  did  it  in  the  war,  and  the  main  history 
of  those  labor-management  cooperation  success  stories  of  World 
War  II  are  in  Japanese.  It  is  several  volumes,  and  the  Japanese  did 
it  and  now  we  are  catching  up. 

Mr.  ZlCARO.  Just  one  more  thing.  You  brought  up  a  very  good 
point  that  it  must  be  supported  from  the  leaders  at  the  top  of  that 
organization.  If  a  production  worker  wants  to  read  a  book  during 
lunchtime  or  on  company  time  for  a  half  hour  or  45-minutes  and 
a  manager  or  a  chief  executive  says  no  and  slaps  their  wrist  down, 
it  is  a  very,  very  serious  message  you  are  sending  that  you  don't 
want  them  to  grow  or  learn. 

Senator  Wofford.  Does  the  spirit  want  to  move  any  of  you  be- 
fore we  take  a  recess?  I  would  be  happy  to  hear,  for  the  moment, 
last  words.  I  hope  we  work  together  on  this.  You  are  a  team  I 
would  like  to  be  a  part  of. 

[No  response.] 

Senator  Wofford.  Thank  you  very  much.  We  will  take  a  5- 
minute  recess. 

[Recess.] 

Senator  Wofford.  Secretary  Reich,  we  were  told  by  Robert 
Zicaro  of  Web  that  one  of  the  clues  as  to  how  to  get  ready  for  high- 
performance  organizations  is,  in  fact,  to  get  workers  and  managers 
sitting  down  around  a  table  and  reading  books  together— your 
books  and  Demming's  books  and  Peters'  books.  Some  of  us  have 
said  we  are  going  to  try  to  do  that  in  our  own  operations.  But  you 
have  gone  from  the  world  of  books  to  now  having  the  chance  to 
really  apply  what  you  have  been  thinking  about  and  analyzing  over 
these  years,  and  we  are  delighted  you  are  here  today. 

STATEMENT  OF  THE  HONORABLE  ROBERT  B.  REICH, 
SECRETARY,  UNITED  STATES  DEPARTMENT  OF  LABOR 

Secretary  Reich.  Well,  Senator  Wofford,  thank  you  so  much  for 
having  me  here.  If  it  is  okay,  I  would  like  to  submit  my  testimony 
for  the  record,  rather  than  reading  it,  and  just  cover  some  of  the 
major  points  that  I  have  planned  to  cover  and  enter  into  a  discus- 
sion about  work  and  technology  because  it  is  so  central  to  the  direc- 
tion we  are  all  going  in,  and  I  know  you  have  had  some  distin- 
guished panelists  today  who  have  talked  about  work  and  tech- 
nology. 

I  want  to  thank  you  for  inviting  me  to  appear  before  the  commit- 
tee to  talk  about  this  issue.  This  is  one  of  my  top  priorities  at  the 
Labor  Department.  I  think  this  is  the  direction  we  are  all  moving 
in,  or  should  be  moving  in  as  a  Nation.  We  have  to  not  only  talk 
about  integrating  work  and  technology  and  training  and  tech- 
nology, but  we  have  got  to  do  it,  and  the  most  profitable  companies 
are  indeed  doing  it  already. 
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I  want  to  commend  you,  the  members  of  the  committee,  for  the 
work  you  have  done  already  on  various  pieces  of  legislation.  S.  4, 
the  National  Competitiveness  Act — the  administration,  as  you 
know,  strongly  supports  this  bill  and  views  it  as  an  important  vehi- 
cle for  the  implementation  of  the  President's  technology  vision.  You 
should  also  know  that  the  Commerce  Department  and  the  Labor 
Department  have  been  working  very  closely  in  very  close  partner- 
ship, and  will  continue  to  do  that. 

I  would  like  to  further  commend  you,  Senator,  and  also  Senators 
Kennedy  and  Kerry,  for  proposing  S.  1020,  the  Workers  Technology 
Skill  Development  Act.  This  bill  would  empower  the  Department  of 
Labor  to  award  grants  to  encourage  and  facilitate  the  development 
of  advanced  workplace  practices  and  organizations.  I  want  to  talk 
about  what  that  means  to  me  in  a  moment,  and  I  share  your  view 
that  the  development  of  these  organizations  is  critical  to  the  suc- 
cessful deployment  of  technologies  and  to  the  long-term  competi- 
tiveness of  American  business. 

There  has  been,  we  all  know,  a  technological  explosion  in  Amer- 
ican business.  We  have  not  only  a  communications  revolution  in 
American  business,  but  also  computer-aided  design,  computer-aided 
manufacturing,  computer-integrated  manufacturing.  Robots  are 
now  everywhere.  Information  technologies  are  not  only  in  manufac- 
turing, but  they  are  providing  the  glue  in  many  of  our  service  busi- 
nesses, which  goes  all  the  way  from  initial  design  stage  all  the  way 
to  service  delivery. 

Technology,  let  me  add,  leads  very  often,  not  always,  but  very 
often,  usually,  to  more  productivity,  and  it  is  good  for  America. 
There  are  ludites  who  claim  that  technologies  always  reduce  the 
number  of  jobs.  That  is  certainly  not  the  case.  If  you  look  back  on 
the  industrial  revolution,  the  past  200  years  of  American  history, 
you  see  that  technologies  create  more  jobs.  The  buggy  whip  manu- 
facturers were  concerned  when  the  automobile  came  along,  but  the 
automobile  actually  created  more  jobs  than  the  buggy  whip  manu- 
facturers had  created,  so  we  should  not  be  upset  by  technology. 

It  seems  to  me  that  the  real  issue  here  has  to  do  with  the  quality 
of  jobs  that  result  on  the  basis  of  technology,  what  those  jobs  pay, 
how  workers  are  or  are  not  empowered  on  the  job.  There  are  two 
generic  ways,  in  my  view,  in  which  employers  can  deploy  tech- 
nology, can  utilize  technology.  One,  I  will  call  the  high  road,  and 
the  second  I  will  call  the  low  road. 

The  high  road  utilizes  technology  to  empower  workers,  to  give 
workers  more  tools  with  which  they  can  enhance  their  own  per- 
sonal productivity.  It  gives  teams  of  workers  the  capacity  to  become 
empowered.  It  enables  workers  to  make  judgments  on  the  line  and, 
whether  you  are  talking  about  manufacturing  or  service  busi- 
nesses, make  judgments  tnat  improve  dramatically  the  efficiency  of 
the  operation,  and  often  innovate  dramatically. 

Information  technologies,  for  example,  can  give  American  work- 
ers data  about  the  firm,  about  product  and  process,  enabling  teams 
of  workers  or  individual  workers  to  make  adjustments  to  continu- 
ously improve  those  products  and  those  processes. 

Now,  the  second  road,  however,  is  a  low  road.  Technologies  can 
also  be  used  by  American  business  to  de-skill  workers.  They  can  be 
used  to,  to  use  the  colloquial  expression,  dumb  down  work,  make 
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work  not  only  less  exciting  and  interesting,  but  also  make  it  less 
rewarding  in  a  financial  sense  as  a  well  as  a  day-to-day  sense. 

Some  firms  are  taking  the  high  road;  some  firms  are  using  tech- 
nology to  empower  their  workers  and  give  them  a  greater  degree 
of  discretion.  Other  firms  in  this  country  are  using  the  low  road, 
utilizing  technology  to  de-skill  American  workers,  sometimes  to  dis- 
place workers. 

The  question  before  us,  before  me  as  Labor  Secretary,  or  sec- 
retary, as  I  sometimes  like  to  put  it,  of  the  American  work  force, 
before  you  and  this  committee,  before  American  management,  be- 
fore American  labor,  before  all  of  us — the  question  is  how  do  we  en- 
courage the  high  road  and  discourage  the  low  road. 

In  my  view,  the  high  road  is  critically  important  for  us  because 
it  leads  to  high-wage  jobs.  It  leads  to  high  skills,  it  leads  to  greater 
productivity.  The  low  road  does  not,  over  the  long-term,  lead  to 
high  productivity.  Over  the  long-term  it  does  not,  in  my  view,  lead 
to  nigh  performance. 

Education  and  training  are  part  of  the  answer.  Workers  need  to 
have  a  set  of  fundamental  skills.  They  need  to  be  ready  to  learn 
on  the  job.  If  they  are  going  to  take  responsibility,  if  they  are  going 
to  be  able  to  utilize  technology  well,  they  have  to  have  the  founda- 
tion stones  in  place  for  the  ability  to  utilize  those  technologies. 

That  is  why  Secretary  Riley  and  I  are  spending  so  much  of  our 
time  and  attention  on  programs  like  Goals  2000  for  the  skills 
standards  that  are  a  part  of  Goals  2000  which  would  set  national 
skills  standards  for  not  only  young  people,  but  for  anyone  seeking 
a  new  job;  also,  the  school-to-work  initiative,  youth  apprenticeship. 
All  of  these  initiatives  are  initiatives  where  trie  private  sector  and 
the  public  sector  are  working  actively  together  to  create  and  pre- 
pare a  work  force  of  the  future.  That  is  the  supply  side  of  the  equa- 
tion, if  you  pardon  the  expression. 

There  is  also  a  demand  side  of  the  equation.  I  am  asked  repeat- 
edly, training  for  what.  You  can  have  a  very  well-educated  work 
force,  you  can  have  them  very  well-trained,  but  if  there  are  not 
good  jobs  out  there  for  them,  then  you  have  accomplished  very  lit- 
tle. You  have  not  increased  their  real  incomes,  and  here  is  where 
the  organization  of  the  future  comes  in.  Here  is  where  the  work- 
place of  the  future  comes  in. 

In  this  dimension,  we  have  got  to  encourage  American  managers, 
executives  and  investors  to  understand  that  their  long-term  inter- 
est lies  in  enhancing  the  demand  for  skilled  workers  at  the  front 
line.  In  the  old  days,  we  used  to  have  a  corporation  premised  on 
high  volume — essentially,  mass  production,  a  few  people  at  the  top 
making  all  the  decisions,  the  font  of  all  wisdom  and  daring  and  in- 
sight, and  a  lot  of  people  at  the  bottom  doing,  over  and  over,  the 
same  motion.  Middle-level  managers  were  in  the  control  business. 
They  did  very  little  other  than  make  sure  that  the  wisdom  coming 
from  the  top  was  fully  implemented  below.  They  oversaw  great 
numbers  of  people.  We  used  military  metaphors  like  "span  of  con- 
trol," and  indeed  the  job  of  middle-level  management  was  primarily 
control. 

But  those  high-volume,  standardized,  stable  mass  production  en- 
terprises are  becoming  dinosaurs.  Why?  Because  of  technology. 
Product  life  cycle  times  are  now  radically  reduced.  It  is  possible 
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now,  without  using  economies  of  scale,  to  find  niche  markets.  Tech- 
nology allows  companies  to  customize  their  products  for  particular 
end  uses,  and  right  across  the  industrial  spectrum  you  see  compa- 
nies and  industries  that  are  making  money  by  customizing,  by  tai- 
loring their  products  to  particular  end  uses,  whether  it  is  specialty 
chemicals,  computers  and  semiconductors,  custom  chips. 

You  look  down  the  entire  industry,  even  steel — where  is  the  most 
active  part  of  the  steel  industry?  It  is  in  steel  minimills  based  on 
electric  arc  furnaces,  also  on  steel  that  is  corrosion-resistant,  steels 
that  are  customized,  steels  mixed  with  silicon,  steels  that  may  be 
very  close  to  new  materials  technologies  for  particular  end  uses; 
the  paper  business,  specially -coated  paper. 

I  could  go  on  and  on,  but  the  main  point  I  want  to  make  is  that 
the  high-volume,  standardized,  stable  mass  production  system  is 
not  equipped  to  do  the  specialty,  customized  tailoring  work  needed 
in  the  new  economy.  Technology  is  eroding  high-volume,  standard- 
ized mass  production.  It  is  creating  new  opportunities  for  tailoring 
products  to  particular  end  uses,  but  how  do  you  do  that? 

The  old  organization  premised  on  a  few  people  at  the  top  making 
all  the  decisions  and  a  lot  of  people  at  the  bottom  simply  carrying 
out  those  decisions  is  ill-suited  to  a  new  economy  in  which  service 
and  quality  and  customization  are  the  keys  to  business  success. 

Who  is  it  in  the  new  company  who  has  the  information  about 
customers  and  about  product  and  about  technology?  Who  is  it  in 
the  company  who  understands  how  to  continuously  improve  at  the 
margin  to  make  sure  that  customers  get  what  they  want?  It  is  the 
front-line  worker,  the  front-line  sales  worker,  the  front-line  market- 
ing worker,  the  front-line  technology  worker,  the  front-line  produc- 
tion worker.  These  are  the  people  who  actually  have  the  informa- 
tion about  how  to  fulfill  customers'  needs. 

Technology,  if  it  comes  into  the  company  and  simply  dumbs 
down,  again,  to  use  that  colloquialism,  or  de-skills  workers,  if  it  is 
simply  part  of  that  old  production  system  designed  for  economies 
of  scale,  reducing  unit  costs,  replacing  workers,  that  kind  of  tech- 
nology does  not  lead  to  long-term  profits  because  that  kind  of  tech- 
nology can  be  duplicated  by  any  competitor  anywhere  around  the 
world.  There  is  no  entry  barrier,  there  is  no  way  of  keeping  your 
market. 

It  is  only  when  technologies  are  utilized  by  workers,  it  is  only 
when  workers  understand  how  to  utilize  those  technologies  and  are 
brought  into  the  process  of  utilizing  those  technologies  that  you  see 
real  productivity  gains.  It  is  in  that  new  form  of  organization 
where  workers  are  empowered  to  utilize  technologies  to  meet 
consumer  needs  that  you  find  enormous  productivity  improvements 
and  you  find  profits. 

Now,  there  are  many  stories,  and  you  have  heard  this  morning 
some  of  those  stories  of  how  workers  and  technology  can  together 
generate  enormous  profits.  The  point  I  want  to  make  here  is  that 
during  the  1980's  in  the  United  States,  many  American  companies 
loaded  up  on  technology,  information  technology,  computers,  every 
kind  of  technology  you  can  imagine.  But  they  did  not  sufficiently 
train  their  workers  to  utilize  those  technologies.  They  didn't  suffi- 
ciently empower  those  workers  to  have  the  discretion  to  make  con- 
tinuous small-scale  innovations  of  a  sort  which  guarantee  market 
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share  and  sustainable  profit.  As  a  result,  the  history  of  the  1980' s 
is  littered  with  companies  that  have  an  awful  lot  of  technology. 
They  have  the  hardware;  they  don't  have  the  software,  the  software 
being  the  human  side  of  the  technology. 

GM's  Hamtramck  plant  is  one  example  that  comes  to  mind.  You 
know,  that  old  Cadillac  plant  loaded  up  on  robots  and  all  kinds  of 
technology,  and  then  they  discovered  that  they  had  essentially 
hard-wired  all  of  the  mistakes  and  all  of  the  inflexibility  right  into 
those  technologies.  They  had  not  paid  attention  enough  to  the 
workers.  GM  did  the  smart  thing.  They  revolutionized  that  plant. 
They  pulled  a  lot  of  those  inflexible  technologies  out.  They  up- 
graded their  work  force  and  they  produced  a  Cadillac  that  won  the 
Malcolm  Baldrige  Award  for  Excellence. 

There  are  other  examples  I  can  give  you.  You  have  heard  exam- 
ples— Xerox,  Allegheny  Ludlum,  Corning.  The  Saturn  plant  is  an- 
other example  of  workers  who  are  empowered  to  use  technologies 
and  make  continuous  improvements.  Chrysler's  LH  strikes  me  as 
a  good  example  of  worker  empowerment  utilizing  technologies. 
Ford  has  made  some  great  strides.  I  could  go  on.  There  is  a  great 
list. 

In  fact,  later  on  this  month,  July  25  and  26,  the  President  is 
going  to  be  hosting  a  conference  in  Chicago  which  is  going  to  be 
highlighting  those  companies  who  are  doing  it  right,  who  are,  in 
fact,  developing  high-performance  work  organizations  through  uti- 
lizing their  work  forces. 

What  we  are  talking  about,  Senator,  is  a  revolution  in  the  mak- 
ing. It  is  a  revolution  that  is  already  happening,  but  despite  these 
potential  substantial  benefits  for  workers  and  managers  and  inves- 
tors, and  also  for  the  Nation,  relatively  few  companies  have  made 
the  commitment  to  adopt  these  new  work  systems.  Still,  many  com- 
panies in  America  are  taking  the  low  road  instead  of  the  high  road. 

Change  simply  is  not  happening  fast  enough.  Innovation  is  im- 
peded by  numerous  barriers,  including  institutional  inertia.  In  fact, 
when  times  get  tough  a  lot  of  people  in  companies,  just  like  a  lot 
of  people  in  the  Government,  say  let's  go  back  to  basics,  let's  go  the 
way  we  used  to  do  it.  Tough  times  breed  a  kind  of  conservatism 
that  resists  change. 

Also,  there  is  a  lack  of  information.  Many  managers  and  stake- 
holders, many  investors,  and  even  employees  don't  know  about  the 
revolution  that  is  taking  place  at  the  workplace.  Resistance  by  key 
stakeholders  and  an  outdated  and  antagonistic  system  of  labor  and 
management  relations  is  also  partly  to  blame,  and  a  preoccupation 
by  managers  and  investors  with  short-term  profitability  rather 
than  long-term  productivity  and  financial  performance. 

There  are  also  deficiencies  in  the  basic  skills  of  front-line  work- 
ers. It  is  very  difficult  to  move  in  this  direction  if  a  lot  of  your 
front-line  workers  don't  have  the  basic  education  needed  and  train- 
ing needed  to  move  in  this  direction.  There  are  accounting  systems 
that  treat  workers  as  liabilities  rather  than  assets.  I  could  go  on 
with  numerous  other  factors.  There  is  resistance.  We  have  to  push 
forward,  do  everything  we  can,  and  I  am  committed  to  doing  every- 
thing we  can  to  move  forward  with  that  new  workplace. 

Although  it  does  not  address  all  of  these  barriers,  S.  1020  is  a 
forward-thinking  step  in  the  effort  to  accelerate  the  pace  of  change 
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in  the  American  workplace.  The  bill  would  enable  the  Department 
of  Labor  to  encourage  more  companies  to  adopt  advanced  work- 
place practices,  both  through  direct  agency  actions  and  the  award- 
ing of  grants  for  the  dissemination  of  information,  provision  of 
technical  assistance,  identification  of  advanced  workplace  practices 
and  forms  of  organizations,  and  development  and  dissemination  of 
training  programs  and  materials. 

Now,  I  understand  that  S.  1020  is  a  work  in  progress  and  that 
the  committee  is  considering  additional  provisions  for  this  bill.  Our 
staffs  will  be  working  closely  to  flesh  out  these  ideas  and  to  discuss 
specific  language.  I  also  look  forward  to  working  with  the  commit- 
tee on  a  number  of  initiatives  we  hope  to  launch  soon  to  encourage 
more  companies  to  advanced  workplace  practices. 

Again,  I  applaud  you,  Senators  Wofford,  Kennedy,  Kerry,  the  rest 
of  the  committee  members,  all  of  your  committee,  for  your  work  on 
S.  4  and  S.  1020  and  your  understanding  of  the  importance  of  the 
integration  of  technology,  training  and  work.  I  look  forward  to 
working  with  you  on  this  critically  important  effort  in  the  future. 

Thank  you. 

[The  prepared  statement  of  Secretary  Reich  follows:] 

Prepared  Statement  of  Robert  B.  Reich,  Secretary,  Department  of  Labor 

Mr.  Chairman,  Senator  Wofford,  members  of  the  committee,  thank  you  for  invit- 
ing me  to  appear  before  the  committee  to  talk  about  work  and  technology  policy  and 
to  comment  on  S.  1020.  This  issue  is  one  of  my  top  priorities  as  Secretary  of  Labor, 
and  one  which  is  absolutely  crucial  to  the  economic  well-being  of  American  workers 
and  business. 

As  you  know,  America  is  in  the  midst  of  a  technological  explosion.  Cellular  and 
multimedia  communications,  computer  assisted  engineering  and  manufacturing, 
photovoltaic  energy  systems,  genetic  engineering,  virtual  reality,  and  numerous 
other  technologies  are  changing  virtually  every  aspect  of  American  life. 

This  technological  revolution  holds  the  promise  of  tremendous  benefits  for  con- 
sumers, workers,  managers,  and  investors.  Technology  can  improve  the  quality  of 
life,  enhance  workers'  skills,  productivity,  and  wages,  and  improve  the  competitive- 
ness of  American  business. 

Technology,  however,  is  a  means  to  improve  the  standard  of  living  for  the  Amer- 
ican people — technology  is  not  the  end  in  itself.  Technology  alone,  without  appro- 
priate training  and  reexamination  of  work  practices,  can  impede  productivity  and 
reduce  competitiveness. 

A.  THE  GOAL:  PUTTING  PEOPLE  FIRST 

Recent  experience  teaches  us  that  most  product  and  process  technologies  can  be 
replicated  or  purchased  by  foreign  competitors.  Technology  by  itself  rarely  provides 
American  companies  with  a  sustainable  competitive  advantage. 

Similarly,  firms  throughout  the  world  enjoy  increasingly  similar  access  to  capital 
and  to  knowledge.  The  only  factor  of  production  that  is  not  easily  transported  or 
replicated  is  the  factor  on  which  our  standard  of  living  therefore  uniquely  depends. 
It  is  our  people.  The  United  States'  only  sustainable  technological  asset  in  the  new 
global  economy  is  the  creativity,  ingenuity,  skills,  and  know-how  of  our  citizens  to 
innovate  and  to  solve  complex  problems. 

I  am  here  today,  therefore,  with  a  simple  message.  Any  efforts  by  the  Federal 
Government  to  foster  the  development  of  new  technologies  must  examine  the  con- 
sequences for  the  American  people.  As  Secretary  of  Labor,  I  am  particularly  con- 
cerned about  the  effect  of  our  technology  policies  on  American  workers  and  the  glob- 
al competitiveness  of  American  industry.  An  important  objective  of  our  technology 
policy  should  be  to  improve  the  skill  and  productivity  of  American  workers  and  C 
thereby  enhance  the  competitiveness  of  the  United  States. 

With  this  goal  in  mind,  I  offer  the  following  principles  for  developing  a  people- 
oriented  technology  policy: 

1.  A  People-oriented  technology  policy  should  not  support  technology  for  its  own 
sake,  but  should  enhance  workers,  rather  than  deskilling  or  "dumbing  down"  the 
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production  process.  We  need  to  support  technologies  that  enable  workers  to  build 
on  their  experience  and  provide  the  information  needed  to  do  the  job  better. 

2.  Training  and  education  are  needed  not  only  to  teach  workers  to  use  new  tech- 
nologies, but  also  to  provide  them  with  a  broader  understanding  of  how  goods  and 
services  can  be  more  efficiently  produced.  Without  training  and  retraining,  new 
technology  can  simply  automate  obsolete  production  methods — thereby  deskilling 
work  and  sacrificing  the  productivity  gains  that  technology  offers. 

3.  New  technologies  should  enable  Front-line  employees  and  managers  to  organize 
and  reward  work  in  profoundly  different  ways.  Several  studies  have  documented  the 
failure  of  technology  to  improve  productivity  or  quality  in  the  absence  of  a  sustained 
commitment  to  job  security,  retraining,  work  reorganization,  employee  involvement, 
and  gainsharing. 

I  want  to  commend  the  members  of  this  committee  for  the  work  you  have  done 
on  S.  4,  the  National  Competitiveness  Act,  to  incorporate  these  principles.  The  Ad- 
ministration strongly  supports  this  bill  and  views  it  as  an  important  vehicle  for  the 
implementation  ofPresident  Clinton's  technology  vision.  You  also  should  know  that 
the  Departments  of  Commerce  and  Labor  will  continue  to  work  in  close  partnership 
to  implement  this  bill  once  it  is  passed. 

I  would  like  to  further  commend  Senators  Wofford,  Kennedy,  and  Kerry  for  pro- 
posing S.  1020,  the  "Workers  Technology  Skill  Development  Act.  This  bill  would  em- 
power the  Department  of  Labor  to  award  grants  to  encourage  and  facilitate  the  de- 
velopment of  advanced  workplace  practices  and  organizations.  I  share  your  view 
that  the  development  of  these  organizations  is  critical  to  the  successful  deployment 
of  technologies  and  to  the  long-term  competitiveness  of  American  business.  In  fact, 
if  you  will  mdulge  me,  I  would  like  to  talk  in  a  bit  more  detail  about  why  this  is 
such  a  critical  element  of  our  technology  policy. 

B.  ADVANCED  WORKPLACE  ORGANIZATIONS:  THE  KEY  TO  THE  INTEGRATION  OF 
TECHNOLOGY,  TRAINING,  AND  HUMAN  RESOURCE  POLICIES 

Many  of  the  best  companies  in  America  have  adopted  the  three  principles  that 
I  have  enumerated  for  the  successful  deployment  of  new  technologies.  These  firms 
have  come  to  realize  that  dramatic  changes  in  the  workplace  are  necessary  to  com- 
pete in  the  global  marketplace,  where  technologies  and  markets  change  rapidly. 
They  know  that  their  greatest  asset  and  competitive  advantage  is  a  highly  skilled, 
committed,  healthy,  and  dedicated  work  force.  These  firms,  referred  to  in  S.  1020 
as  advanced  workplace  organizations,  are  reorganizing  the  way  they  do  business  to 
increase  the  skiU,  responsibility,  and  accountability  of  their  front-line  workers. 

Advanced  workplace  organizations  have  shifted  away  from  high  volume,  standard- 
ized production  and  towards  a  philosophy  of  high-value,  flexible  production  based 
on  customer  and  employee  involvement  and  continuous  improvement  of  both  prod- 
ucts and  processes.  These  companies  have  found  that  the  organization  needed  to  be 
a  high  value  firm  is  entirely  different  from  the  traditional  work  systems  used  in 
high  volume  companies. 

1.  Reliance  on  front-line  workers 

The  high  volume  organization  was  a  pyramid  with  a  few  people  at  the  top  making 
decisions  and  everybody  below  marching  to  orders.  In  the  high  value  organization! 
where  customization,  flexibility,  service,  and  quality  are  the  guiding  principles,  the 
people  at  the  top  cannot  be  the  font  of  all  wisdom  and  insight.  Markets,  production 
systems,  and  technologies  are  simply  moving  too  fast.  Under  these  circumstances, 
smart  executives  know  they  must  rely  on  front-line  workers — sales  people,  produc- 
tion workers,  marketing  staff.  These  are  the  people  who  have  the  information,  expe- 
rience, and  relationships  to  understand  changing  customer  demands,  to  grasp  what 
works  and  what  doesn't,  to  identify  new  market  opportunities,  and  to  help  judge 
what  initiatives  make  sense  and  what  is  silly. 

According  to  a  GE  executive  quoted  in  a  recent  Business  Week  Special  Report  on 
Technology,  "All  of  the  good  ideas — all  of  them — come  from  the  hourly  workers." 
(Notice  that  he  did  not  say  that  all  hourly  worker  ideas  are  good.  The  role  of  man- 
agement in  soliciting,  developing,  and  prioritizing  initiatives  has  never  been  more 
critical). 

Most  successful,  high  value  companies  know  this  and  are  giving  front-line  employ- 
ees unprecedented  authority  and  responsibility  to  decide  how  to  do  their  work.  They 
are  giving  workers  a  more  meaningful  say  in  a  broad  range  of  business  and  work- 
place decisions,  including  which  technologies  are  needed  and  how  they  are  best  de- 
ployed. 

Owen  Bieber  of  the  United  Auto  Workers  frequently  talks  about  the  experience 
at  the  Ervin  Amasteel  plant  in  Adrian  Michigan,  which  was  in  danger  of  perma- 
nently shutting  its  doors.  In  a  last  ditch  effort  to  save  the  facility,  plant  managers 
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asked  front-line  workers  for  their  input  on  how  to  best  make  the  switch  to  new  tech- 
nologies. Workers  designed  a  new  heat-treating  unit  because,  according  to  Mr. 
Bieber,  "they  knew  the  old  heat-treating  unit  inside  and  out,  they  knew  exactly 
where  the  design  of  the  old  unit  was  flawed,  and  they  used  their  knowledge  to  de- 
sign a  better  heat-treating  process."  These  innovations  sparked  the  company's  turn- 
around. 

2.  Workers  as  assets,  not  costs 

High  value  firms  treat  their  workers  as  assets  to  be  developed,  not  costs  to  be 
cut.  They  provide  ongoing  training  opportunities;  generous,  flexible  benefits;  and 
safe  and  healthy  workplaces.  The  nign  value  organization  also  offers  workers  real 
incentives  to  perform  well  through  various  profit  sharing,  skill-based  pay,  and  other 
gainsharing  mechanisms.  Although  these  firms  cannot  offer  lifelong  employment  se- 
curity, they  typically  make  an  extra  effort  to  avoid  layoffs. 

Many  innovative  firms  are  also  putting  workers  together  in  cross-functional  teams 
so  employees  have  access  to  a  broad  range  of  ideas,  experiences,  and  information 
and  can  organize  their  work  in  the  most  efficient  way  possible.  Teams  of  people  in 
marketing  and  sales,  teams  of  production  workers  utilizing  their  knowledge  of  tech- 
nology, and  teams  of  service  providers  are  able  to  continuously  discover  new  ways 
of  improving  on  old  practices.  These  teams  also  allow  workers  to  learn  how  to  do 
several  different  jobs,  providing  the  firm  with  a  more  flexible,  resourceful  work 
force.  Workers  and  managers  work  so  close  together  on  these  teams  that  it  is  some- 
times difficult  to  tell  them  apart.  Ford,  Motorola,  Xerox,  Federal  Express,  and  nu- 
merous other  firms  have  successfully  adopted  the  team  approach. 

3.  Workers  and  managers  as  allies 

Worker-management  cooperation  is  critical  to  the  success  of  advanced  practice 
firms.  There  are  numerous  examples  of  collective  bargaining  agreements  or  other 
arrangements  in  which  workers  and  managers  have  come  together  to  cooperate  in 
the  development  of  new  work  systems,  including  the  design  and  deployment  of  new 
technologies.  A  few  of  the  success  stories  include  the  UAW's  relations  with  Ford, 
Chrysler,  and  GM:  the  Bakery  Confectionery  and  Tobacco  Worker's  with  Nabisco; 
Amalgamated  Clothing  and  Textile  Workers  at  Xerox;  the  Communications  Workers 
with  AT&T;  the  Machinists  at  Boeing  and  other  aerospace  companies;  the  Rubber 
Workers  at  Bridgestone  and  other  tire  companies;  and  the  Steelworkers  with 
Magma  Copper,  Inland  Steel,  and  a  number  of  other  basic  steel  producers.  In  cases 
like  these,  the  company  typically  works  with  the  union  and  front-line  employees  be- 
fore planning  begins  for  new  work  systems  and  technologies  and  through  all  subse- 
quent stages.  In  some  cases,  joint  labor-management  committees  share  responsibil- 
ity for  developing  and  implementing  new  workplace  systems  and  technologies. 

4.  Integrating  technology,  training,  and  work  practices 

Many  far-sighted  companies  recognize  that  technology  can  impede  productivity  by 
deskilling  or  cusempowering  workers.  GE,  for  example,  took  poorly  designed  automa- 
tion out  of  its  factories  after  it  found  it  to  be  counterproductive.  Likewise,  when  GM 
installed  robotics  at  its  Hamtramck  plant  (where  Cadillacs  are  made),  they  simply 
automated  obsolete  production  methods,  and  the  result  was  a  disaster.  In  1986,  one 
year  after  it  opened,  the  technology  at  Hamtramck  was  so  unreliable  that  the  plant 
was  producing  only  about  half  the  60  cars  per  hour  that  it  was  supposed  to  be  mak- 
ing. Within  4  years  however,  a  massive  GM/UAW  commitment  to  employee  involve- 
ment helped  turn  the  plant  around.  Robots  were  retired  by  the  score,  and  workers 
trained  in  first-time  quality  and  process  controls.  The  result:  in  1990  Cadillac  was 
awarded  the  coveted  Malcolm  Baklrige  Quality  award  and  in  1991,  the  Hamtramck 
facility  was  recognized  as  one  of  America's  best  plants  by  Industry  Week  magazine. 

By  contrast,  the  GM-Toyota  NUMMI  plant  and  the  GM  Saturn  plant  have  at- 
tempted to  integrate  technology,  training,  and  innovative  work  systems  from  the  be- 
ginning. The  lesson  for  GM  was  that  the  way  workers  are  trained  and  work  is  orga- 
nized, not  equipment  per  se,  are  the  real  keys  to  competitive  car-making. 

5.  Good  for  the  bottom  line 

The  benefits  of  advanced  workplace  practices  for  workers  are  obvious.  But  firms 
that  restructure  their  work  systems  and  policies  are  not  acting  out  of  the  goodness 
of  their  corporate  hearts:  these  changes  make  good  business  sense.  This  is  particu- 
larly true  where  new  technologies  are  integrated  with  work  force  development  strat- 
egies. , 

In  the  1980s,  for  example,  VS.  firms  spent  $1  trillion  in  information  technology 
with  little  tangible  payoff.  Productivity  and  corporate  profits  grew  slowly  throughout 
this  period.  However,  in  the  1990's,  productivity  and  profitability  have  risen  more 
rapidly.  As  evidenced  by  Business  Week's  recent  Special  Report  on  Technology,  this 
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turnaround  has  been  attributed,  at  least  in  part,  to  the  growing  number  of  firms 
that  are  integrating  new  technologies  with  human  resource  policies. 

The  transformation  to  new  work  systems  offers  companies  the  possibility  of 
achieving  higher  productivity  levels,  lower  costs,  flexibility,  reduced  labor  conflict, 
lower  turnover,  higher  quality  products  and  services,  and  better  return  on  invest- 
ments in  both  human  and  capital  resources.  In  the  Ervin  Amasteel  example  that 
I  mentioned,  front-line  workers  literally  saved  the  plant. 

By  improving  the  standard  of  living  of  workers,  enhancing  the  competitiveness  of 
business,  and  offering  profitable  returns  to  investors,  new  work  systems  offer  an  op- 
portunity for  real  economic  growth  and  national  competitiveness. 

C.  ACCELERATING  THE  PACE  OF  CHANGE 

Despite  these  potentially  substantial  benefits  for  workers,  managers,  investors, 
and  the  nation,  relatively  few  companies  have  made  the  commitment  to  adopt  new 
work  systems.  Change  simply  isn't  happening  fast  enough.  Innovation  is  impeded 
by  numerous  barriers,  including  institutional  inertia;  lack  of  information;  resistance 
by  key  stakeholders;  an  outdated  and  antagonistic  system  of  labor-management  re- 
lations; a  preoccupation  by  managers  ana  investors  with  short-term  profitability 
rather  than  long-term  productivity  and  financial  performance;  deficiencies  in  the 
basic  skills  of  front-line  workers;  accounting  systems  that  treat  workers  as  liabilities 
rather  than  assets;  and  numerous  other  factors. 

Although  it  does  not  address  all  of  these  barriers,  S.  1020  is  a  forward-thinking 
step  in  the  effort  to  accelerate  the  pace  of  change  in  the  American  workplace.  The 
bill  would  enable  the  Department  of  Labor  to  encourage  more  companies  to  adopt 
advanced  workplace  practices  both  through  direct  agency  actions  and  the  awarding 
of  grants  for  the  dissemination  of  information,  provision  of  technical  assistance, 
identification  of  advanced  workplace  practices  and  forms  of  organization,  and  devel- 
opment and  dissemination  of  training  programs  and  materials.  This  assistance 
should  help  American  managers  and  workers  more  successfully  integrate  tech- 
nology, training,  and  work. 

I  understand  that  S.  1020  is  a  work  in  progress,  and  that  the  cmmittee  is  consid- 
ering additional  provisions  for  this  bill.  Our  staffs  will  be  working  closely  to  flesh 
out  these  ideas  and  to  discuss  the  specific  language  of  the  bill. 

I  also  look  forward  to  working  with  the  committee  on  a  number  of  initiatives  we 
hope  to  launch  soon  to  encourage  more  companies  to  adopt  advanced  workplace 

ftractices.  For  instance,  we  will  soon  be  briefing  your  staffs  on  an  upcoming  con- 
erence  that  the  President  has  asked  Secretary  Ron  Brown  and  me  to  convene  in 
Chicago  later  this  month.  The  purpose  of  this  conference  will  be  to  highlight  suc- 
cessful examples  of  advanced  workplace  practices,  identify  barriers  to  adopting  such 
practices,  and  develop  public  and  private  strategies  for  accelerating  the  pace  of 
change.  This  conference  will  be  the  launching  point  for  a  series  of  follow-up  initia- 
tives. The  Chicago  meeting  will  be  the  first  of  many  joint  ventures  that  Secretary 
Brown  and  I  hope  to  undertake. 

Again,  I  applaud  Senators  Wofford,  Kennedy,  and  Kerry  and  the  rest  of  the  com- 
mittee members  for  your  work  on  S.  4  and  S.  1020  and  your  understanding  of  the 
importance  of  the  integration  of  technology,  training,  and  work.  I  look  forward  to 
working  with  you  on  this  critically  important  effort. 
Thank  you. 

Senator  Wofford.  Senator  Kassebaum  is  a  new  cosponsor  of  S. 
1020. 

Secretary  Reich.  Congratulations. 

Senator  Wofford.  Senator  Kennedy  wanted  to  say  he  is  sorry  he 
had  to  miss  you  and  he  will  read  you,  as  he  always  does.  He  is  pi- 
loting a  nomination  on  the  floor  right  now. 

Speaking  of  dinosaurs,  we  did  have  a  watch  word  in  the  last 
panel  that  there  are  no  neanderthals  in  the  new  organizations  that 
we  were  hearing  about  this  morning.  But  I  was  roasted  by  Senator 
Harkin  recently  as  not  being  up  to  date  on  popular  culture,  and  he 
said  I  came  up  to  him  and  said,  have  you  met  the  new  South  Ko- 
rean ambassador,  Dr.  Jurassic  Park.  I  want  to  say  two  things.  I 
have  now  just  met  the  new  South  Korean  ambassador  and  he  is 
very  interested  in  just  what  we  are  talking  about  today,  and  they 
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have  done  a  lot  of  it  in  South  Korea.  It  is  part  of  their  success 

story. 

Second,  Jurassic  Park  is  a  dramatic  example  of  where  the  human 
dimension  was  not  put  first  and  where  science  and  technology  ran 
wild.  At  the  most  extreme  form,  it  can  lead  to  everything  going 
wrong.  In  the  normal  low-road  form,  it  just  holds  our  whole  econ- 
omy back,  so  this  committee  wants  to  do  anything  we  can  to  work 
with  you  to  speed  up  the  process  of  getting  high-performance  orga- 
nizations in  the  private  sector  and  in  our  own  public  sector. 

Have  you  made  any  progress  in  the  Department  of  Labor  itself 
in  turning  it  into  a  more  high-performance  organization? 

Secretary  Reich.  We  are  working  very,  very  hard,  Senator.  Not 
only  have  I  closed  the  executive  dining  room,  one  of  the  first  act, 
opened  all  the  doors,  tried  to  reduce  the  great  gap  that  existed,  ap- 
parently, and  still  exists  unfortunately  in  many  parts  of  Govern- 
ment between  people  at  the  top  and  people  at  the  bottom,  but  we 
have  repeatedly  had  town  meetings  in  which  I  ask  people  for  new 
ideas. 

One  of  those  new  ideas,  by  the  way,  actually  found  its  way  into 
a  piece  of  legislation.  The  idea,  as  this  committee  knows  because 
you  were  involved,  was  to  profile  workers,  identify  long-term  unem- 
ployed very,  very  quickly  after  they  register  for  unemployment  in- 
surance and  get  them  into  job  training  and  all  sorts  of  job  search 
assistance. 

This  idea  came  from  two  young  men  in  the  department  who  had 
been  trying  to  peddle  the  idea  for  7  years  and  not  gotten  a  hearing. 
We  got  it  into  law  within  6  weeks  after  they  came  to  me  with  the 
idea,  and  they  got  little  Presidential  pins  and  they  were  right  there 
in  the  White  House,  in  the  Oval  Office,  when  the  signing  took 
place.  Now,  I  cannot  guarantee  to  all  employees  at  the  Department 
of  Labor  that  much  responsiveness  and  that  flat  an  organization, 
but  we  are  trying  very  hard. 

Senator  Wofford.  One  of  your  challenges  and  our  challenges 
will  be  how  we  get  different  agencies,  programs  and  departments 
working  together.  In  this  field,  at  the  top  it  is  Commerce  and 
Labor.  You  have  said  you  are  making  progress  on  that.  I  would  like 
to  hear  your  thoughts  about  it,  but  when  we  started  designing  the 
one-stop  service  job  centers  in  Pennsylvania  we  found  there  were 
22  different  programs  dealing  with  job  placement,  job  training,  the 
whole  range  of  things  you  know  so  well. 

How  we  in  the  public  sector  bring  those  together  into  a  high-per- 
formance organization  across  all  the  bureaucratic  lines  is  an  enor- 
mous challenge.  In  Labor  and  Commerce  alone,  that  is  a  challenge 
to  you,  it  seems  to  me. 

Secretary  Reich.  Well,  I  am  glad  you  brought  that  up,  Senator, 
because  we  are  going  to  be  sending  to  you  over  the  next  2  months 
our  plan  and  proposal  for  integrating  these  various  programs  into 
kind  of  one-stop  shopping.  So  when  workers  are  displaced  and 
when  they  lose  their  jobs,  as  many  are  losing  their  jobs  all  over 
America  to  a  far  greater  extent — there  is  much  greater  job  loss  that 
is  not  cyclically  related  that  is  structural— that  is,  you  won't  get 
your  old  job  back— than  we  have  had  in  this  country  in  the  postwar 
era. 
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We  need  to  create  a  system  that  is  customer-friendly,  to  use  that 
business  term,  so  that  when  people  come  for  unemployment  they 
can  get  job  search  assistance  and  they  can  get  counseling,  informa- 
tion on  where  the  new  jobs  are,  information  about  what  training 
works,  and  also  they  can  have  access  to  all  the  different  training 
programs  that  are  available  to  them.  That  is  one  of  my  highest  pri- 
orities as  well. 

Senator  Wofford.  Senator  Kassebaum. 

Senator  Kassebaum.  Thank  you,  Mr.  Chairman.  One  of  the  rea- 
sons that  I  feel  that  S.  1020  is  a  very  positive  piece  of  legislation 
is  that  it  does  address  the  new  climate  that  we  believe  is  important 
and  that  certainly  employers  and  employees  believe  is  important. 
As  has  been  stated,  S.  1020  promotes  labor-management  programs 
and  facilitates  putting  these  together  such  that  both  labor  and 
management  can  discuss  implementing  new  technologies  in  the 
workplace. 

I  think  you  have  commented  that  innovative  employers  are  put- 
ting workers  together  in  teams  for  marketing,  production  and  sales. 
The  question  I  raised  when  I  was  here  for  a  few  moments  for  the 
first  panel  dealt  with  the  Electromation  decision,  which  has  really 
had  a  chilling  effect  on  employer-employee  relationships  as  far  as 
calling  into  question  what  is  allowable.  It  would  seem  to  me  that 
if  you  are  indeed  going  to  talk  about  working  conditions,  safety  and 
work  rules,  you  are  going  to  be  found  in  violation  of  the  National 
Labor  Relations  Act. 

I  feel  that  this  is  an  area  that  we  would  do  well  to  clarify  so  that 
there  could  be  a  safe  harbor,  so  to  speak,  so  that  there  can  be  pro- 
ductive teams  put  together.  I  just  wonder  if  you  see  this  to  be  in 
conflict  as  we  try  to  sort  through  what  might  or  might  not  be  legal. 

Secretary  Reich.  Senator,  as  I  said  at  my  confirmation  hearings, 
I  would  be  very  concerned  if  Electromation  was  having  a  chilling 
effect  on  constructive  worker-management  relations.  Since 
Electromation,  there  has  been  a  second  decision  by  the  National 
Labor  Relations  Board  on  DuPont.  The  National  Labor  Relations 
Board  in  that  DuPont  decision  attempted  to  specify  and  set  out  and 
clarify  conditions  under  which  worker-management  teams  would  be 
found  legal  and  conditions  under  which  they  would  be  found  to  be 
illegally  dominated  by  management  as  a  putative  and  assumed 
means  of  avoiding  labor  unionization. 

That  decision,  DuPont,  I  have  read  very  carefully,  and  I  have 
asked  my  staff  to  review  both  decisions.  Also,  I  have  carried  on 
fairly  extensive  discussions  with  business  leaders  about  the  extent 
to  which  those  two  decisions  are  having  a  chilling  effect.  I  am  a  lit- 
tle bit  concerned,  quite  frankly.  I  am  not  satisfied  that  we  are 
doing  everything  we  can  do  to  clarify  what  is  permissible  and  what 
is  not  permissible.  I  am  not  criticizing  the  National  Labor  Relations 
Board.  I  think  they  did  a  good  job,  given  the  statute,  but  we  may 
need  some  clarification. 

I  have  asked  John  Dunlop,  who  is  heading,  as  you  know,  a  com- 
mission to  reexamine  worker-management  relations  in  the  United 
States  and  report  back  next  spring,  to  put  that  on  the  agenda  as 
one  of  the  items  among  many  that  he  will  be  examining,  and  I 
think  we  do  have  to  take  a  hard  look  at  that. 


63 

Senator  Kassebaum.  Well,  I  am  pleased  to  hear  you  say  that, 
Mr.  Secretary,  because  I  was  wondering  what  your  thoughts  were 
regarding  the  DuPont  decision.  From  my  limited  understanding,  I 
felt  that  it  really  didn't  answer  the  questions  that  were  out  there 
in  a  way  that  could  enable  us  to  move  on  in  some  new  directions 
as  laid  out  and  encouraged  by  Senator  Wofford's  bill.  So,  that  is 
why  it  seemed  to  me  this  is  an  important  hearing  to  get  some  of 
these  questions  out. 

Thank  you  very  much. 

Secretary  Reich.  Electromation  and  DuPont  have  to  be  clarified. 
They  were  both  relatively  narrow  decisions  in  terms  of  the  specific 
instances  of  employer  domination  of  worker  organizations.  Never- 
theless, I  worry  that  they  have  had  a  broader  effect  and  perhaps 
are  chilling  very  constructive  worker-management  relationships, 
and  that  is  what  I  want  to  get  more  information  about. 

Senator  Kassebaum.  Thank  you. 

Senator  Wofford.  Am  I  remembering  right  that  one  of  the  mem- 
bers of  that  committee  on  the  future  oflabor-management  coopera- 
tion, Mr.  Gould,  is  being  nominated  to  be  the  new  head  of  the 
NLRB? 

Secretary  Reich.  Yes. 

Senator  Wofford.  I  greatly  appreciate  your  testimony. 

Senator  Kassebaum,  do  you  have  any  other 

Senator  Kassebaum.  No.  Thank  you. 

Senator  Wofford.  Thank  you  for  your  time  this  morning  and  for 
what  you  are  doing. 

Secretary  Reich.  Thank  you,  Senator. 

Senator  Wofford.  A  one-minute  recess  to  let  the  next  panel  as- 
semble. 

[Recess.] 

Senator  Wofford.  If  Mark  Lang,  George  Sutherland  and 
Charles  Richardson  would  assemble,  we  want  to  hear  you.  We  will 
begin  with  Mark  Lang,  the  executive  director  of  the  Northeast  Tier 
Ben  Franklin  Technology  Center,  of  Bethlehem,  PA— the  little  town 
of  Bethlehem. 

STATEMENTS  OF  MARK  S.  LANG,  EXECUTIVE  DIRECTOR, 
NORTHEAST  TIER  BEN  FRANKLIN  TECHNOLOGY  CENTER, 
BETHLEHEM,  PA;  GEORGE  H.  SUTHERLAND,  DIRECTOR,  NA- 
TIONAL INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY, 
GREAT  LAKES  MANUFACTURING  TECHNOLOGY  CENTER, 
CLEVELAND,  OH;  AND  CHARLES  RICHARDSON,  DIRECTOR, 
TECHNOLOGY  AND  WORK  PROGRAM,  UNIVERSITY  OF  MAS- 
SACHUSETTS  AT  LOWELL,  LOWELL,  MA 

Mr.  Lang.  I  want  to  say  we  appreciate  having  you  representing 
our  fair  State  of  Pennsylvania,  and  I  want  to  thank  you  for  inviting 
me  today  to  talk  about  a  topic  that  is  extremely  important  to  us 
and  one  that  I  deal  with  every  day.  It  feels  a  little  humble,  I  think, 
to  come  in  now  after  hearing  the  examples  that  you  have  heard 
and  after  hearing  Secretary  Reich  give,  I  think,  a  very  good  intro- 
duction to  this  topic. 

My  perspective,  I  think,  as  you  know,  is,  you  might  say,  m  the 
trenches,  working  with  many,  many  different  companies,  seeing  a 
lot  of  different  perspectives.  The  center  I  direct  is  one  of  the  oldest 
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and  best-known  of  the  State  technology  assistance  programs,  start- 
ing about  10  years  ago,  and  we  have  worked  over  100  companies 
over  the  last  few  years.  So  why  don't  I  give  you  a  little  perspective? 
I  think  some  of  our  experience  might  help  put  some  context. 

First,  when  we  were  started  we  really  had  a  focus  on  advanced 
technologies  coming  out  of  universities.  I  think  you  are  aware  that 
was  a  time  when  people  thought  technology  actually  was  the  end, 
in  fact.  One  of  the  fortunate  things  about  our  program  is,  in  addi- 
tion to  doing  research  and  putting  the  technology,  is  we  set  up  a 
thing  to  evaluate  the  commercial  impact  of  what  we  were  doing. 

This  was  very  significant  because  it  told  us  several  things,  and 
the  first  is  that,  yes,  technology  is  a  powerful  tool,  but  we  began 
to  find  right  away  that  unless  you  mix  the  technology  appropriately 
with  changes  in  people  and  organization,  you  didnt  get  very  far. 
The  statement  that  I  have  come  to  repeat  many,  many  times  is  to 
say  that  the  people  who  are  successful  at  this  are  tne  ones  who 
view  technology  as  the  means  to  enable  their  people  to  do  a  better 
job. 

I  think  Secretary  Reich  mentioned  one  of  the  examples.  There 
have  been  many  examples  where  people  put  technology  to  try  to 
work  around  or  control  or  eliminate  workers.  Those  examples  al- 
most never  work.  One  example  I  can  say  that  does  work  in  our 
area,  which  I  think  you  remember,  Senator,  was  Ford  Motor  Com- 
pany which  has  an  electronics  plant  in  Lansdale,  PA.  This  was  a 
very  interesting  thing  for  us. 

It  was  about  the  mid-1980's  that  the  folks  there  came  to  us, 
about  2,400  employees,  and  said,  we  know  our  plant  is  not  competi- 
tive, we  would  like  you  to  help  us  prove  that  it  is  worth  Ford  in- 
vesting in  us  because  if  we  have  the  right  tools  we  think  we  can 
compete  with  anybody  in  the  world.  This  was  really  a  true  team 
effort.  In  fact,  it  was  fascinating.  If  you  had  been  there  and  seen 
the  management  and  workers  together,  you  would  never  have 
known  who  was  who. 

The  production  workers  who  really  knew  what  was  happening  on 
the  floor  came  up  with  many,  many  ideas  about  how  to  improve. 
We  had  university  experts  and  we  had  management  teams  bring- 
ing in  technologies,  and  we  were  able  to  take  expertise  from  Lehigh 
and  use  computer  simulations  to  simulate  all  kinds  of  alternatives 
and  to  find  the  best  mix. 

As  a  result  of  this,  I  think,  as  you  know,  Ford  invested  $117  mil- 
lion to  build  a  whole  new  plant.  They  retrained  all  of  the  workers 
in  that  plant,  actually  ended  up  hiring  new  workers.  To  make  a 
long  story  short,  they  are  making  products  for  two  Japanese  auto 
companies  today  who  decided  it  was  better  to  have  Ford  make 
them  than  to  try  to  make  them  themselves. 

The  key  to  that  story  was  really  getting  the  right  tools  in  the 
hands  of  knowledgeable  employees,  and  I  don't  want  to  just  pick 
on  large  companies,  too,  because  I  think  we  have  heard  about  a  lot 
of  those.  We  have  seen  exactly  the  same  thing  happen  in  small 
manufacturers,  and  the  one  that  I  had  mentioned  here  was  ADP 
Cryogenics,  which  is  about  a  100-employee  company  in  Allentown, 
PA,  that  makes  very  sophisticated  equipment  that  processes  very 
low-temperature  fluids,  things  that  would  be  at  450  degrees  below 
zero. 
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This  was  a  case  where  the  company  had  very  poor  management- 
union  relations  for  a  number  of  years.  It  was  in  pretty  bad  shape 
in  terms  of  markets.  We  came  in  there  and  helped  them  by  actually 
forming  worker  teams,  making  major  changes  in  the  reorganization 
of  plant.  They  were  able  to  get  a  50-percent  increase  in  sales  in 
less  than  2  years,  a  total  turnaround  in  the  company.  Again,  the 
production  workers  had  a  major  impact  on  this  because  they  knew 
what  was  going  on  in  the  work  process  and  their  skills  and  their 
knowledge  were  able  to  make  that  change. 

I  know  Secretary  Reich  brought  up  the  issue  of  paying  of  wages. 
One  of  the  things  we  are  pleased  to  say  is  that  we  had  the  Penn- 
sylvania Economy  League,  which,  as  you  know,  Senator,  is  a  non- 
f>rofit  organization  in  Pennsylvania,  come  to  evaluate  our  program 
ast  year  to  find  out  how  we  were  doing. 

One  of  the  things  that  they  were  able  to  go  out  and  demonstrate 
is  that  of  the  jobs  that  are  credited  to  our  assistance,  they  pay  35 
percent  more  than  the  average  in  the  region,  and  we  think  this  is 
a  clear  indication  of  the  fact  that  this  idea  of  appropriately  using 
technology  and  people,  which  is  the  kind  of  thing  we  have  been 
really  promoting,  will  produce  the  kinds  of  high-wage,  high-skill 
jobs  we  need  today. 

So  let  me  just  conclude  with  a  couple  of  thoughts,  and  perhaps 
a  challenge.  You  have  heard  the  success  stories  and  I  want  to  give 
you  a  challenge  and  say  that,  unfortunately,  there  are  not  enough 
of  those  success  stories.  We  know  that  you  can't  just  buy  equip- 
ment because,  frankly,  people  in  Taiwan  and  Bangladesh  can  buy 
equipment  that  can  be  put  in  Pennsylvania. 

We  know  that  you  can't  just  do  training  either  because,  as  Sec- 
retary Reich  pointed  out,  if  you  simply  do  what  I  would  call  cook- 
book training  for  existing  folks  and  the  jobs  aren't  there  for  the 
higher-skill  things,  it  won't  do  any  good  either.  It  is  really  that 
mixture  of  how  do  we  help  companies  strategically  leverage  their 


people  with  appropriate  techno 
unique  commercial  advantages 


ogies  in  a  way  tnat  gives  them 
think  that  is  the  solution  to  the 


future  and  I  think  we  have  the  opportunity  to  do  it,  but  also  a 
major  challenge. 
[The  prepared  statement  of  Mr.  Lang  follows:] 

Prepared  Statement  of  Mark  S.  Lang 

I  want  to  thank  the  committee  for  giving  me  the  opportunity  to  testify  on  a  topic 
that  I  think  is  extremely  important  for  the  future  of  this  country:  the  role  of  the 
work  force  in  technology  utilization  and  modernization. 

My  own  perspective  comes  from  the  trenches.  The  center  I  direct  is  one  of  the  old- 
est and  best  known  of  State-sponsored  assistance  programs.  It  was  highlighted,  for 
example,  in  the  book  by  David  Osborne  called  Reinventing  Government.  Over  the 
past  10  years,  my  organization  has  worked  with  hundreds  of  manufacturers  of  all 
sizes  to  help  them  become  more  competitive. 

Like  most  programs  of  this  kind,  we  began  with  a  strong  focus  on  advanced  tech- 
nologies coming  out  of  our  universities.  Unlike  most,  however,  we  have  also  care- 
fully evaluated  the  commercial  successes  resulting  from  our  actions.  We  found  that 
technology  is  indeed  a  powerful  competitive  tool— but  only  when  implemented  in 
conjunction  with  appropriate  changes  in  people  and  organization.  We  have  been 
most  successful  with  organizations  who  view  people  as  their  greatest  resource,  and 
who  see  technology  as  a  way  to  enable  their  people  to  do  a  better  job. 

One  pertinent  example  is  our  work  with  a  subsidiary  of  Ford  Motor  Co.  in 
Lansdale,  PA  that  manufactures  electronic  components  for  automobiles.  In  the  mid- 
80's  local  employees  (most  represented  by  UAW  Local  1695)  realized  that  their  plant 
was  not  competitive,  and  they  asked  us  to  help  them  prove  that,  with  the  proper 
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tools,  they  could  be  competitive  with  anyone  in  the  world.  This  was  a  true  team  ef- 
fort. Production  workers,  who  knew  better  than  anyone  else  what  was  really  hap- 
pening on  the  floor,  helped  identify  opportunities  and  suggest  alternatives.  Manage- 
ment and  university  experts  identified  technologies  that  might  be  helpful.  And  we 
jointly  selected  the  best  ideas  by  simulating  the  results  of  a  wide  array  of  alter- 
natives on  computers.  To  make  a  long  story  short,  Ford  invested  in  an  entire  new 
plant,  based  on  the  team's  designs.  Old  employees  have  been  retrained,  new  ones 
added,  and  the  plant  is  now  even  making  components  for  two  Japanese  auto  compa- 
nies. The  key  to  this  American  success  story  was  getting  the  right  tools  in  the  hands 
of  knowledgeable  employees. 

We  have  seen  the  same  results  with  small  manufacturers  who  are  not  household 
names.  For  example,  we  assisted  with  a  major  turnaround  at  APD  Cryogenics,  an 
Allentown,  PA  company  with  about  100  employees  which  designs,  manufactures, 
and  markets  cryogenic  systems  capable  of  maintaining  temperatures  as  low  as  450 
degree  below  zero.  In  this  case,  improvements  leading  to  a  50  percent  increase  in 
sales  were  achieved,  mostly  through  reorganization  of  the  plant  floor  and  production 

Sractices.  Laid-off  employees  have  been  recalled,  and  new  ones  are  being  hired.  Pro- 
uction  workers  (represented  by  IAM&AW  Local  917)  contributed  in  a  major  way 
through  their  knowledge  of  the  work  process,  and  their  commitment  to  the  partner- 
ship has  been  a  major  factor  in  the  success  achieved. 

The  Pennsylvania  Economy  League,  an  independent  nonprofit  research  organiza- 
tion, recently  completed  a  study  Tor  us  which  showed  that  jobs  credited  to  Ben 
Franklin  assistance  pay  35  percent  more  than  the  average  for  the  region.  Thus,  we 
have  clear  evidence  that  this  comprehensive  approach  of  appropriately  utilizing  peo- 
ple and  technology  provides  the  kinds  of  high  wage,  high  skilled  jobs  we  need  today. 
Based  on  what  I  observe  in  the  many  firms  I  see  and  talk  to  each  year,  I  am  con- 
vinced that  we  could  substantially  improve  our  country's  competitiveness  by  making 
the  practices  I  have  described  more  widespread — but  it  wflf  not  be  easy.  We  still 
have  much  to  learn  about  the  dynamics  of  people  and  technology  in  the  work  place. 
Most  companies  working  on  this  transition  fail  to  achieve  the  desired  results  be- 
cause they  cant  overcome  outdated  expectations  and  beliefs  taught  to  all  of  us  since 
grade  school.  We  won't  get  the  results  we  need  if  we  just  get  firms  to  invest  in  tech- 
nology, especially  in  technologies  already  in  use  by  our  competitors.  By  the  same 
token,  cook  book  training  approaches  are  also  not  sufficient.  We  must  help  compa- 
nies comprehensively  and  strategically  leverage  their  people  with  appropriate  tech- 
nologies in  a  way  that  gives  them  unique  commercial  advantages. 

Senator  Wofford.  We  will  come  back  to  you  for  the  answer  of 
how  we  do  it — some  further  answers. 

George  Sutherland,  director  of  the  NIST  Great  Lakes  Manufac- 
turing Technology  Center,  of  Cleveland,  where  my  sister  lives.  Sen- 
ator Metzenbaum  is  very  sorry  to  miss  your  testimony.  He  is  on  the 
floor  on  the  same  matter  as  Senator  Kennedy  is. 

Mr.  Sutherland.  Thank  you.  I  might  point  out  I  am  also  the 
vice  president  of  the  Cleveland  Manufacturing  Program.  That  has 
a  little  relevance  here.  CAMP  is  a  501(c)(3)  not-for-profit  corpora- 
tion that  was  established  by  Cleveland  business  leaders  in  1984  to 
improve  the  competitiveness  of  regional  manufacturers.  Shortly 
after  that,  it  became  1  of  8  State  of  Ohio-supported  Edison  tech- 
nology centers.  It  accomplishes  that  mission  of  helping  manufactur- 
ers through  conducting  research,  development,  deployment,  and 
training  programs  in  association  with  local  universities  and  col- 
leges. 

The  Great  Lakes  Manufacturing  Technology  Center  is,  as  many 
people  know,  one  of  the  7  current  centers  established  by  the  De- 
partment of  Commerce's  National  Institute  of  Standards  and  Tech- 
nology organization  to  improve  national  competitiveness  through 
the  employment  of  advanced  technologies  to  the  Nation's  small 
manufacturers,  and  the  key  word  there  is  "small."  Some  of  the 
techniques  associated  with  the  smallness  of  companies  are  quite 
different  than  those  with  larger  companies  that  we  have  heard 
from  earlier. 
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I  have  been  a  part  of  Ohio  Edison  and  the  MTC  program  since 
their  inception.  I  have  in  both  cases  seen  the  idealism  of  the  origi- 
nal legislation  become  outdated  by  the  reality  of  industrial  competi- 
tiveness. In  the  case  of  the  Ohio  Edison  program,  the  initial 
premise  was  that  utilizing  the  university  research  community 
would  be  the  secret  to  competitiveness  and  economic  growth.  The 
Route  128,  MITndriven,  Silicon  Valley  and  Stanford  University- 
driven  were  held  out  as  natural-occurring  examples.  In  the  case  of 
the  MTC  program,  the  initial  premise  was  that  the  Federal  labs 
held  the  technology  keys  to  small-manufacturing  competitiveness. 

There  are,  in  fact,  some  great  ideas  generated  in  the  Nation's 
universities  and  in  the  Federal  laboratories.  Sometimes,  these 
ideas  lead  to  developments  of  value  to  national  competitiveness. 
However,  the  current  primary  missions  of  our  universities  and  Fed- 
eral labs  are  not  to  support  industrial  competitiveness.  They  have 
other  missions.  These  institutions  are,  at  best,  role  players  on  the 
team  needed  to  address  competitiveness. 

However,  their  organizations  do  contain  many  of  the  right  peo- 
ple. They  just  need  to  be  connected  into  another  organization  with 
a  mission  which  is  purely  and  simply  the  support  and  enhance- 
ment, by  whatever  means,  of  U.S.  industrial  competitiveness. 

What  do  I  mean  by  the  phrase  "by  whatever  means?"  I  mean 
that  there  should  be  no  preconception  that  the  answers  to  competi- 
tiveness lie  in  university-generated  technology,  Federal  labs-gen- 
erated technology,  or  even  technology  per  se.  Clearly,  in  many  ac- 
tual cases  the  secret  to  competitiveness  is  in  the  effective  utiliza- 
tion of  a  skilled  work  force.  More  technology  can  sometimes  make 
the  situation  worse,  as  we  just  heard  recently. 

Once  the  world's  largest  corporation,  General  Motors  has  shown 
the  way  downward  through  the  addition  of  inappropriate  tech- 
nology and  the  maintenance  of  outdated  work  force  organization. 
At  the  same  time,  I  might  add  that  the  UAW  should  also  share  in 
the  blame  for  GMs  market  share  losses  and  slowness  to  respond 
to  the  obvious. 

To  me,  it  is  clearly  better  to  involve  the  work  force  in  all  stages 
of  a  company's  plans  to  improve  its  utilization  of  both  technology 
and  the  available  work  force  itself.  Family  trips  to  a  new  location 
work  out  much  better  when  the  whole  family  is  involved  in  the 
planning.  I  am  sure  many  of  us  have  experienced  the  problems  of 
surprise  direction.  Of  course,  work  force  involvement  must  be  done 
skillfully.  Uncontrolled  democracy  leads  quickly  to  ineffective 
chaos.  This  is  especially  true  in  smaller-size  companies  where  the 
checks  and  balances  are  much  more  fewer  in  number. 

The  Great  Lakes  Manufacturing  Technology  Center  has,  since 
1989,  been  involved  in  over  2,500  instances  of  technology  deploy- 
ment, for  which  over  300  involved  substantial  planning  by  the  com- 
pany and  the  Great  Lakes  Manufacturing  Technology  Center. 

While  the  Great  Lakes  MTC  cannot  make  a  company  involve 
their  work  force  in  change  planning,  it  always  strongly  rec- 
ommends it.  In  certain  cases,  we  have  clearly  been  able  to  docu- 
ment the  value  of  the  work  force  involvement.  I  have  two  such  case 
studies  for  which  I  have  included  the  full  text  for  the  written 
record  and  I  will  briefly  summarize  them  here  now. 
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The  Great  Lakes  MTC  assisted  a  hydraulic  cylinder  manufac- 
turer in  a  new  plant  layout.  The  objective  was  to  use  manufactur- 
ing cells.  This  is  a  popular  technique/technology  that  has  been 
around  for  a  little  while  and  is  used  throughout  the  world.  Com- 
pany management  agreed  to  the  full  involvement  of  the  work  force. 

The  Great  Lakes  MTC  included  plant  employees  in  the  discus- 
sion, recommendations  and  decisions  at  all  stages  of  the  project. 
Employees  were  involved  through  both  one-on-one  and  group  dis- 
cussions. As  is  almost  always  the  case,  the  view  of  current  issues 
and  what  needed  to  be  done  varied  among  employees  and  was  dif- 
ferent from  what  management's  view  was. 

Worker  involvement  definitely  lengthened  the  decisionmaking 
process.  We  have  to  bear  that  in  mind.  There  are  some  short- 
comings. If  you  want  to  be  instant  in  your  response,  getting 
everybody's  view  is  going  to  take  some  time.  However,  because  of 
the  buy-in,  the  plant  layout  decision  was  implemented  very  quickly 
and  it  was  a  better  layout  than  it  would  have  been  with  just  man- 
agement input. 

Furthermore,  there  was  a  reduced  training  period  for  workers  on 
the  new  layout  and  generally  increased  worker  enthusiasm  and 
morale,  leading  to  higher  productivity  which  was  independent  of 
the  technological  change  itself — the  so-called  Hawthorne  effect  to  a 
certain  effect,  but,  in  fact,  the  morale  and  enthusiasm  is  really  in 
itself  an  extremely  good  side  benefit  of  worker  involvement. 

In  a  second  example,  the  Great  Lakes  MTC  worked  with  a  small 
gear-type  transmission  manufacturer  to  reduce  their  setup  times 
between  jobs.  Reduced  setup  times  is  something  that  is  very  impor- 
tant right  now  in  any  kind  of  an  operation  that  has  multiple  func- 
tioning. There  are  examples  of  reductions  from  months  to  minutes. 
We  have  had  workshops  and  things  like  that  associated  with  our 
organization  dealing  with  that,  so  this  is  a  common  request  of  our 
organization  to  help  a  company  to  do  that. 

In  this  case,  management  heard  about  what  others  had  done  and 
wanted  the  same  thing.  However,  management  did  agree  to  worker 
involvement  in  the  process.  Through  interviewing  employees,  hold- 
ing group  meetings,  and  videotaping  the  current  procedures,  Great 
Lakes  MTC  discovered  several  unique  characteristics  of  this  com- 
pany, and  this  is  not  unusual. 

Through  worker  involvement,  the  Great  Lakes  MTC  was  success- 
fully able  to  implement  the  standard  improvements  in  this  unique 
environment.  However,  because  of  the  detailed  knowledge  of  work- 
er-related characteristics,  the  Great  Lakes  MTC  was  able  to  pro- 
vide several  additional  recommendations  which  further  reduced 
setup/changeover  times  over  the  newly  installed  standard.  Through 
worker  involvement,  company  management  got  everything  they 
wanted  originally  and  then  some. 

It  is  my  opinion,  based  on  field  experience  and  observations  both 
here  and  abroad,  that  public  funds  ought  to  be  used  to  support  the 
rapid  use  of  the  latest  appropriate  technology,  management  tech- 
niques, and  work  force  organization  and  training.  Our  primary 
competitors  for  production  employment  involving  a  highly  skilled, 
highly  paid  work  force  are  in  Japan  and  Germany.  They  have,  and 
continue  to  make  substantial  investments  in  an  infrastructure  to 
support  their  industrial  competitiveness. 
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These  programs  often  net  out  to  be  government  revenue 
enhancers  and  are  fundamental  to  providing  an  international  com- 
petitive advantage  for  industry  operating  in  the  country  making 
the  investment.  This  is  an  important  point.  It  is  not  necessarily  an 
expenditure  in  the  long  run;  it  can  be  a  net  plus.  Thus,  when  these 
programs  are  well-conceived  and  well-managed,  they  cost  the  tax- 
payers nothing  while  delivering  the  potential  for  high-paying,  high- 
quality  work. 

[The  prepared  statement  of  Mr.  Sutherland  follows:] 


Prepared  Statement  of  George  H.  Sutherland 


My  name  Is  George  H.  Sutherland.  I  am  Vice  President  of  the  Cleveland 
Advanced  Manufacturing  Program  (CAMP)  and  Director  of  the  NIST  Great  Lakes 
Manufacturing  Technology  Center  (GLMTC) 

CAMP  is  a  501  (c)3  not-for-profit  corporation  established  by  Cleveland  business 
leaders  in  1984  to  Improve  the  competitiveness  of  regional  manufacturers.  One  of  eight 
State  of  Ohio  supported  Edison  technology  centers,  CAMP  accomplishes  its  mission  by 
conducting  research,  development,  deployment,  and  training  programs  in  association  with 
local  universities  and  colleges. 

The  GLMTC  is  one  of  seven  current  centers  established  by  the  Department  of 
Commerce's  NIST  organization  to  improve  national  competitiveness  through  the 
deployment  of  advanced  technologies  to  the  nation's  small  manufacturers. 

I  have  been  a  part  of  the  Ohio  Edison  and  MTC  programs  since  their  inception. 
I  have  in  both  cases  seen  the  idealism  of  the  original  legislation  become  outdated  by  the 
reality  of  industrial  competitiveness.  In  the  case  of  the  Ohio  Edison  program,  the  initial 
premise  was  that  utilizing  the  university  research  community  would  be  the  secret  to 
competitiveness  and  economic  growth  Route  128  (MIT-driven)  and  Silicon  Valley 
(Stanford-driven)  were  held  out  as  natural  occurring  examples.  In  the  case  of  the  MTC 
program,  the  initial  premise  was  that  the  federal  labs  held  the  technological  keys  to  small 
manufacturers'  competitiveness. 

There  are  in  fact  some  great  ideas  generated  in  the  nation's  universities  and 
federal  labs  Sometimes  these  ideas  lead  to  developments  of  value  to  national 
competitiveness.  However,  the  current  primary  missions  of  our  universities  and  federal 
labs  are  not  to  support  industrial  competitiveness.  These  institutions  are  at  best  role 
players  on  the  team  needed  to  address  competitiveness.  However,  their  organizations 
do  contain  many  of  the  right  people.  They  just  need  to  be  connected  Into  another 
organization  with  the  mission  which  is  purely  and  simply  the  support  and  enhancement- 
by  whatever  means-of  U.S.  industrial  competitiveness. 

What  do  I  mean  by  the  phrase  "by  whatever  means".  I  mean  that  there  should  be 
no  preconception  that  the  answers  to  competitiveness  lie  in  university  generated 
technology,  federal  labs  generated  technology,  or  even  technology  per  se.  Clearly  in 
many  actual  cases,  the  secret  to  competitiveness  is  in  the  effective  utilization  of  a  skilled 
work  force.  More  technology  can  sometimes  make  the  situation  worse.  Once  the  world's 
largest  corporation.  General  Motors,  has  shown  the  way  downwards  through  the  addition 
of  inappropriate  technology  and  the  maintenance  of  an  out-dated  work  force  organization. 
I  might  add  that  the  UAW  should  also  share  In  the  blame  for  GM  s  market  share  losses 
and  slowness  to  respond  to  the  obvious. 

To  me  it  is  clearly  better  to  involve  the  work  force  in  all  stages  of  a  company's 
plans  to  Improve  its  utilization  of  both  technology  and  the  available  work  force  itself. 
Family  trips  to  a  new  location  work  out  much  better  when  the  whole  family  is  involved  in 
the  planning.  Of  course,  work  force  involvement  must  be  done  skillfully-uncontrolled 
democracy  quickly  leads  to  ineffective  chaos. 
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The  GLMTC  has,  since  1 989,  been  involved  in  over  2,500  Instances  of  technology 
deployment  for  which  over  300  involved  substantial  planning  by  the  company  and  the 
GLMTC.  While  the  GLMTC  cannot  make  a  company  involve  their  work  force  in  their 
change  planning,  it  is  always  strongly  recommended.  In  certain  cases  we  have  clearly 
been  able  to  document  the  value  of  the  work  force  involvement.  I  have  two  such  case 
studies  for  which  I  have  included  full  text  for  the  written  record. 

I  will  briefly  summarize  them  now. 

The  GLMTC  assisted  a  hydraulic  cylinder  manufacturer  in  a  new  plant 
layout.  The  objective  was  to  use  "manufacturing  cells".  Company 
management  agreed  to  the  full  involvement  of  the  work  force  GLMTC 
included  plant  employees  in  the  discussion,  recommendations  and  decisions 
at  all  stages  of  the  project.  Employees  were  involved  through  both  one-on- 
one  and  group  discussions.  As  is  almost  always  the  case,  the  view  of  the 
current  issues  and  what  needed  to  be  done  varied  among  employees  and 
was  different  from  management's  view.  Worker  involvement  definitely 
lengthened  the  decision-making  process.  However,  because  of  buy-in,  the 
plant  lay-out  decision  was  implemented  very  quickly  and  it  was  a  better  lay- 
out than  it  would  have  been  with  just  management  input.  Furthermore, 
there  was  a  reduced  training  period  for  workers  on  the  new  lay-out  and 
generally  increased  worker  enthusiasm  and  morale  leading  to  higher 
productivity  (independent  of  the  technological  change  itself). 

In  a  second  example,  the  GLMTC  worked  with  a  small  gear-type 
transmission  manufacturer  to  reduce  their  set-up  times  between  jobs. 
Management  heard  about  what  others  had  done  and  wanted  the  same 
thing.  However,  management  did  agree  to  worker  involvement  in  the 
process.  Through  interviewing  employees,  holding  group  meetings,  and 
videotaping  the  current  procedures,  GLMTC  discovered  several  unique 
characteristics  of  this  company.  Through  worker  involvement  GLMTC  was 
successfully  able  to  implement  the  "standard"  improvements  in  this  unique 
environment.  However,  because  of  the  detailed  knowledge  of  worker- 
related  characteristics,  the  GLMTC  was  able  to  provide  several  additional 
recommendations  which  further  reduced  setup/changeover  times  over  the 
newly  installed  standard.  Through  worker  involvement  company 
management  got  everything  they  wanted  originally,  and  then  some 


It  is  my  opinion,  based  on  field  experience  and  observations  both  here  and  abroad, 
that  public  funds  ought  to  be  used  to  support  the  rapid  use  of  the  latest  appropriate 
technology,  management  techniques,  and  work  force  organization  and  training.  Our 
primary  competitors  for  production  employment  involving  a  highly  skilled  highly  paid  work 
force  are  Japan  and  Germany  They  have  and  continue  to  make  substantial  investments 
in  an  infrastructure  to  support  their  industrial  competitiveness.  These  programs  often  net 
out  to  be  government  revenue  enhancers,  and  are  fundamental  to  providing  an 
international  competitive  advantage  for  industry  operating  in  the  country  making  the 
investment.  Thus  when  these  programs  are  well  conceived  and  well  managed  they  cost 
the  taxpayers  nothing  while  delivering  the  potential  for  high-paying  high-quality  work 
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"Quick  Changeover  Project 


Company  X  manufacture  gear  reducers  to  meet  customer  specifications,  and  provides  contract  machining 
services  to  its  customers.  The  company  asked  the  CLMTC  to  assist  in  its  effort  to  reduce  setup  times.  The 
GLMTC  had  two  main  objectives  for  the  project:  First,  we  wanted  to  give  Company  X  an  introduction  to 
commonly  used  techniques  for  reducing  changeover/serup  times:  second,  wc  wanted  to  facilitate  the 
Implementation  of  these  techniques  Into  Ute  company's  production  environment. 

To  accomplish  these  goals,  the  GLMTC  approached  the  project  from  two  perspectives:  one  from  the 
OLMTCs,  and  the  other  from  the  company's  operating  personnel  From  the  GLMTCs  perspective,  we 
held  three  general  sessions  with  the  operating  personnel-  In  these  sessions,  we  introduced  employees  to 
general  training  in  setup  reduction  and  analytical  techniques. 

From  the  second  perspective,  the  GLMTC  videotaped  employee  setup  procedures  and  discussed  these 
procedures  with  the  operators.  The  GLMTC  wanted  to  determine  if  the  procedures  could  be  more 
clDcienL  Although  the  videotapes  helped  the  GLMTC  determine  obstacles  and  ux-.fftcirrtrirs,  the  GLMTC 
found  that  discussions  with  the  employees  gave  them  significant  insight  into  factors  which  contribute  to 
excessive  setup  time  on  equipment  For  example,  during  a  team  meeting  there  were  a  number  of 
employees  who  suggested  that  wider  use  of  standard  serrated  hard  jaws  would  save  them  setup  rime, 
especially  on  first  cod  turning  operations.  They  emphasized  that  they  lose  considerable  time  on  most  lathe 
setups  because  they  must  sort  through  a  colleoou  of  soft  jaws  to  find  something  that  works.  Upon 
examination  of  additional  setup  videotapes,  the  GLMTC  found  that  this  was  true. 

In  addition,  the  company's  employees  pointed  out  that,  because  of  the  intense  quality  inspection 
procedures,  they  spent  a  significant  amount  of  time  waiting  on  first  article  inspection  and  approval  for 
variance.  According  to  the  employees,  these  quality  assurance  delays  were  quite  common. 

In  both  of  these  cases,  the  GLMTC  received  valuable  input  from  company  employees.  Through  a 
combination  of  observation,  discussions,  and  m— 'frigy.  the  GLMTC  pinpointed  several  significant  factors 
which  prevented  Company  X  from  Improving  iu  scrap  times,  wtu  employee  Input,  the  GLMTC  not  only 
introduced  and  implemented  standard  setup  techniques,  they  also  improved  setup  time  and  efficiency  of 
continuing  techniques.  Because  of  employee  feedback,  (he  GLMTC  also  recommended  that  Company  X 
review  and  modify  its  quality  assurance  program;  the  GLMTC  recommended  a  shift  from  quality  inspection 
to  pro-active  process  control. 

In  the  end,  the  GLMTC  provided  Company  X  with  their  original  request:  implementing  standard 
changeover  techniques  to  reduce  changeover  time.  However,  because  of  employee  Input,  the  GLMTC  was 
able  to  go  beyond  the  expectations  of  Company  X  The  GLMTC  provided  arirllttrmal  procedures  and 
iiniwxiirtaiirmi  which  would  further  reduce  setup/changeover  time,  and  increase  productivity  and 
throughput. 
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The  Great  Lakes  Manufacturing  Center  (GLMTC)  assisted  Company  Xua  new  plant  layout  The  objective  was  10 
improve  productivity  flow  and  cieaie  logical  manufaciunng  arrangements,  in  the  plant.  The  project  focused  on 
reducing  costs  by  improving  product  throughput,  improving  quality,  and  utilizing  manpower  throughout  the 
operations.  To  do  this  Company  X,  a  hydraulic  cylinder  manufacturer,  wanted  to  redesign  the  plant  floor  using 
"manufacturing  cells".  Manufacturing  cells  are  efficiently  designed  task  areas  which  help  to  increase  employer 
productivity  and  product  throughput  The  GLMTC  approached  the  new  plant  layout  from  three  different  areas: 
machine  shop,  welding  areas,  and  assembly  areas. 

To  achieve  a  plant  layout  that  was  beneficial  to  all.  the  GLMTC  worked  intensively  with  Company  X's  shop 
employees  and  supervisors.  The  GLMTC  included  plant  employees  in  the  discussions,  recommendations  and 
decisions  at  all  levels  or  the  project,  and  held  team  meetings  at  the  company  facility,  where  plant  workers  could 
easily  participate  in  the  discussions.  Through  these  meetings,  the  GLMTC  not  only  increased  its  knowledge  of  on- 
the-job  issues,  but  also  gained  many  different  perspectives.  The  GLMTC  was  not  limited  to  a  management  view  of 
the  plant 

Although  such  worker-intensive  participation  lengthened  the  decision-making  process,  it  f.nhanrnd  the  project's 
outcome  and  gTeaUy  speeded  up  the  implementation  cycle.  The  GLMTC  and  Company  X  personnel  had  to  go 
through  20  iterations  of  plant  layouts  before  they  reached  their  final  decision  for  a  plant  layout  However,  as  soon 
as  the  "plant  team*  agreed  upon  a  decision.  Company  X  implemented  it  immediately.  For  example,  when  the 
GLMTC  and  Company  X  "plant  team*  decided  upon  and  recommended  the  new  layout  for  the  machine  shop, 
Company  X  implemented  the  new  layout  as  soon  as  management  approved  It  Employees  executed  the  new  layout 
even  before  the  GLMTC  began  its  next  phase  in  the  project. 

In  implementing  the  plant  layout  recommendations,  Company  X  management  did  not  wait  until  the  GLMTC  had 
finished  the  entire  plant  layout  project.  There  was  no  reason  to  wait:  Both  shop  workers  and  management  had 
recommended  and  approved  the  decisions— the  only  thing  remaining  was  the  implementation.  By  being  an  integral 
part  of  the  decision-making  process,  shop  workers  not  only  designed  a  plant  area  which  was  appropriate  to  their 
needs,  but  one  which  was  essential  to  in/Teasing  productivity.  The  GLMTC  believed  that,  since  shop  workers  were 
most  responsible  for  increasing  productivity,  it  was  the  shop  workers  who  could  nave  the  most  valuable  input  in 
creating  an  environment  which  would  increase  productivity.  Because  the  GLMTC  included  shop  workers  in  the 
project,  from  start  to  end.  Company  X 

•  Created  a  productive  plant  layout  which  had  incorporated  ideas,  perspectives  and  suggestions  from 
those  who  would  be  affinrfrrl  most. 

•  Speeded  up  the  implementation  time  of  the  project  Management  found  little  need  to  "sell*  the 
new  plant  layout  to  shop  workers  who  would  be  most  affected  by  the  new  layout  Shop  workers 
were  enthusiastic  about  implementing  the  changes  of  which  they  had  been  a  part 

•  Reduced  training  lime  in  the  new  environment  Shop  workers  already  understood  the  reasons 
behind  the  decisions,  and  tbey  knew  how  to  use  the  new  layout  to  Increase  (heir  productivity. 

•  Increased  worker  enthusiasm.  Their  ability  to  effect  change  and  improve  their  own  working 
environment  gave  them  pride  in  their  decisions. 

•  Traasformol  employee  'complaints*  into  productive  ideas,  suggestions,  and  finally  an  improved 
work  environment  Shop  workers  learned  to  torn  complaints  into  suggestions,  because  they  knew 
their  ideas  could  now  become  an  integral  part  of  the  decision-making  process. 
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Senator  Wofford.  Thank  you.  For  those  of  us  new  to  Washing- 
ton, what  does  NIST  stand  for,  National  Institute 

Mr.  Sutherland.  The  National  Institute  of  Standards  and  Tech- 
nology is  the  former  National  Bureau  of  Standards.  Slowly,  NIST 
is  superseding  the  NBS,  but  among  many  people  it  is  still  known 
as  the  Bureau. 

Senator  Wofford.  It  is  based  in  the  Commerce  Department.  Am 
I  right? 

Mr.  Sutherland.  Yes,  it  is  part  of  the  Commerce  Department. 

Senator  Wofford.  Another  example  of  why  the  Commerce  and 
Labor  Departments  need  to  work  closely  on  this  if  we  are  to  have 
maximum  impact. 

Charlie  Richardson  is  the  director  of  the  Technology  and  Work 
Program  at  the  University  of  Massachusetts  at  Lowell. 

Mr.  Richardson.  I  want  to  thank  you  for  giving  me  the  oppor- 
tunity to  speak  here  today.  The  issues  before  this  committee  of  how 
technology  will  be  transferred  into  American  workplaces,  and  spe- 
cifically what  role  the  work  force  will  play  in  the  design,  develop- 
ment and  implementation  of  new  technologies,  are  crucial  to  our 
future. 

My  experience  with  technological  change  comes  from  two  major 
sources — my  years  as  a  heavy-steel  fabricator  in  3  different  ship- 
yards— 2  in  Pennsylvania,  actually — and  at  a  time  when  computer 
technologies  were  increasingly  leaving  their  mark  on  the  overall 
process  of  shipbuilding,  and  my  5-year  tenure  as  director  of  the 
Technology  and  Work  Program  at  the  University  of  Massachusetts 
in  Lowell  doing  research  on  the  methods  and  impact  of  techno- 
logical change  in  the  workplace  and  providing  training,  technical 
assistance  and  planning  support  to  workers,  unions,  and  labor- 
management  groups. 

There  are  two  images  that  I  would  like  to  start  with  today.  The 
first  has  been  well  identified.  Although  the  factors  are  complex,  it 
is  in  part  due  to  the  American  shipbuilding  industry's  failure  to 
adopt  new  technologies  and  become  more  flexible  that  I  lost  two  of 
my  three  shipbuilding  jobs  to  plant  shutdown.  Clearly,  this  prob- 
lem is  replicated  throughout  the  manufacturing  sector  and  is  one 
of  the  key  reasons  for  much  of  the  technology  legislation  and  policy 
that  is  being  proposed. 

The  second  image,  though,  is  also  troublesome.  I  toured  a  sheet 
metal  shop  about  a  year  ago.  The  shop  had  all  the  latest  tech- 
nology. Computerized  blueprints  were  used  to  automatically  gen- 
erate control  programs  for  the  cutting  machines  and  bar  code  labels 
for  the  parts  which  were  used  to  control  inventory  and  production. 
The  shop  was  successful  and  unionized,  but  the  jobs  were  becoming 
fewer,  less  skilled,  and  more  routine. 

As  the  owner  told  me,  10  years  ago  I  did  $5  million  worth  of 
business  and  had  14  cutters  on  my  payroll — cutters  are  the  most 
highly  skilled  sheet  metal  workers — today,  I  do  $25  million  worth 
and  I  have  one.  Much  of  the  skilled  work  had  been  eliminated  or  ( 
transferred  through  the  use  of  computer  technology.  Not  only  had 
skilled  jobs  been  eliminated,  but  the  aspirations  of  many  sheet 
metal  workers  to  move  into  those  skilled  jobs  had  been  under- 
mined. 
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The  technologies  of  production  are  a  key  factor  in  creating  the 
quality  of  work  life,  social  status,  working  conditions,  and  sense  of 
career  ladder  or  future  for  the  work  force.  Changes  in  technology 
can  and  will  affect  all  of  these  factors,  sometimes  for  the  better, 
sometimes  for  the  worse. 

We  have  all  heard  about  robots  taking  over  dirty  and  dangerous 
jobs.  We  have  also  all  heard  about  workers  on  the  street  without 
an  income  because  robots  have  taken  their  jobs  away.  The  issue  is 
not  whether  or  not  we  should  develop  new  technologies.  The  issue 
is  whose  vision  of  the  future,  whose  needs  and  whose  voice  will 
guide  that  development  and  use. 

Unfortunately,  the  history  of  technology  design,  development  and 
implementation  in  this  country  is  a  history  of  exclusion.  This  is 
particularly  true  in  the  workplace.  As  a  result  of  the  dictates  of 
Taylorism  or  scientific  management,  the  work  force  is  removed  as 
far  as  possible  from  either  day-to-day  or  strategic  decisionmaking 
about  the  design  and  use  of  technology.  Thus,  workplace  technology 
often  creates  or  is  used  in  ways  that  create  jobs  that  are  deadening 
and  dead-end,  that  cause  repetitive  strain  injuries  and  stress-relat- 
ed illnesses,  that  expose  workers  to  toxic  substances,  that  stifle 
skill  and  creativity,  and  that  undermine  innovation.  In  the  ship- 
yards, technology  was  something  that  happened  to  us. 

As  the  rate  of  technological  change  in  the  workplace  accelerates 
and  as  the  power  and  scope  of  technologies  increase,  so  does  the 
potential  for  negative  impacts  on  our  lives  and  our  society.  Involve- 
ment of  the  work  force  in  the  technological  processes  is  one  way  to 
prevent  that  potential  from  being  realized. 

It  seems  as  though  everyone  today  is  supporting  work  force  in- 
volvement in  technological  change.  The  business  press,  the  labor 
press  and  the  academics  are  all  saying  that  the  effective  implemen- 
tation of  new  technologies  in  the  workplace  is  dependent  on  the  in- 
volvement of  the  work  force.  Such  broad  agreement  might  seem 
confusing  to  anyone  who  has  watched  the  labor  scene  over  the  last 
decade  in  this  country,  but  I  am  afraid  that  lurking  behind  appar- 
ent agreement  are  some  very  difficult  issues  that  must  be  clarified 
and  tackled. 

What  does  it  mean  to  say  that  effective  implementation  of  new 
technologies  is  dependent  on  the  involvement  of  the  work  force?  I 
would  like  to  highlight  three  questions  that  are  raised  and  not  an- 
swered by  this  statement.  First,  how  do  we  measure  effectiveness? 
Second,  at  what  point  does  the  introduction  of  new  technology  real- 
ly begin?  Third,  what  is  actually  meant  by  "involvement?"  Let  me 
discuss  each  of  these  briefly. 

First,  I  would  argue  that  there  is  very  little  agreement  over  what 
the  word  "effective  means  in  this  context.  While  we  certainly  want 
to  know  if  technologies  improve  quality,  flexibility  and  productiv- 
ity— what  we  might  call  the  competitiveness  factor — we  also  need 
to  examine  specifically  whether  they  improve  health  and  safety,  en- 
hance skill,  support  career  ladders,  and  make  jobs  more  secure. 

Stories  abound  of  technologies  that  have  effectively  enhanced 
competitiveness  while  effectively  destroying  lives.  The  year  after 
being  awarded  the  Baldrige  Award,  1,000  workers  at  the  AT&T 
plant  in  North  Andover  in  Massachusetts  are  being  laid  off  perma- 
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nently,  in  part  due  to  their  effective  application  of  new  technologies 
and  quality  principles. 

Good,  competitive  outcomes  may  be  necessary,  but  are  not  suffi- 
cient to  ensure  improvement  for  the  work  force.  The  work  force,  in 
Sarticulary,  cannot  afford  to  count  on  the  vague  promises  of  trickle- 
own  benefits  from  effective  technology.  Broad  social  measures  of 
effectiveness  are  needed  to  drive  technology  policy,  and  developing 
and  applying  these  requires  social  input.  The  few  cannot  continue 
to  tell  the  many  what  is  good  technology. 

Second,  I  would  say  that  we  have  to  be  clear  on  when  the  intro- 
duction of  technology  begins.  Most  models  of  worker  input  have  the 
work  force  entering  the  discussion  after  many  of  the  maior  choices 
have  already  been  made.  It  is  at  the  design  stage  that  Key  issues 
are  delineated  and  decisions  made,  that  attributes  can  more  readily 
be  changed  and  the  options  can  also  be  limited.  Technologies  could 
be  designed  to  build  on  the  skills  of  the  work  force  to  recognize  and 
utilize  the  workers'  expertise,  but  this  will  only  happen  if  there  are 
mechanisms  for  worker  input  early  in  the  process. 

The  last  point  I  want  to  make  is  perhaps  the  most  important. 
What  does  it  mean  to  really  involve  the  work  force  in  the  tech- 
nology process?  Involvement  must  mean  more  than  a  seat  at  the 
table  or  a  chance  to  help  choose  between  two  or  three  pre-defined 
options.  For  involvement  to  be  real,  the  work  force  must  have  both 
the  ability  to  express  their  needs  and  ideas  and  the  right  to  be  lis- 
tened to. 

I  have  worked  with  many  unions  trying  to  take  advantage  of  the 
opportunity  for  input.  The  history  of  exclusion  of  the  work  force  is 
like  an  anchor  around  their  necks,  an  anchor  that  will  mean  that 
a  rising  tide  of  technology  will  raise  some  boats  while  others  sink. 
This  anchor  must  be  removed.  The  work  force  will  need  support  to 
develop  the  understanding,  expertise  and  voice  that  will  be  re- 
quired for  it  to  play  its  necessary  role  in  technology  design,  devel- 
opment and  implementation. 

The  Government  can  play  a  crucial  role  in  the  process  of 
reorienting  our  technology  activities.  It  can  promote  the  needs  of 
the  work  force  for  skilled,  secure  and  well-paid  jobs,  access  to  ca- 
reer ladders  and  decent  working  conditions  within  the  technology 
process.  Finally,  it  can  help  to  develop  the  expertise  and  under- 
standing that  is  necessary  for  the  worker  voice  to  be  heard. 

Technology  is  a  powerful  force  in  our  society  and  is  becoming 
more  so.  I  urge  you  to  help  ensure  that  that  force  is  subject  to  the 
kind  of  informed,  democratic  input  that  will  help  guarantee  its 
positive  application  in  building  our  economy  and  in  providing  to  the 
work  force  a  quality  work  life,  job  security  and  opportunity,  while 
utilizing  its  skill,  flexibility  and  innovative  potential. 

[The  prepared  statement  of  Mr.  Richardson  follows:] 
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Prepared  Statement  of  Charley  Richardson 

I  wanl  lo  thank  you  for  <jt vitiy  die  Itie  opportunity  to  speak  here  today.  The 
Issues  before  this  committee  of  how  technology  will  be  transferred  Into  American 
workplaces  and  specifically  what  tole  ihe  workforce  will  play  In  the  design, 
development  and  Implementation  of  new  technologies  are  crucial  to  our  future. 

My  axparlance  with  technological  change  comas  from  two  major  sources: 

My  years  as  a  heavy  ateel  fabricator  In  three  different  shipyard*  at 
a  time  when  computer  lechnofoyles  were  Increasingly  leaving  their 
mark  on  the  overall  process  of  shipbuilding,  and 

My  5  year  tenure  as  director  of  the  Technology  and  Work  Program  at 
Ihe  University  of  Massachusetts  In  Lowell,  doing  research  on  the 
methods  and  Impact  of  technological  change  in  the  workplace,  and 
providing  ualnlny,  technical  assistance  and  planning  support  to 
workers,  unions  and  labor-management  groups. 

There  are  two  Images  that  I  want  to  start  with  today.  The  first  has  been  well 
identified.  Although  the  factors  are  complex,  It  Is  in  part  due  to  the  American 
shipbuilding  Industry's  failure  to  adopt  new  technologies  and  become  more  flexible 
that  I  lost  two  of  my  three  shipbuilding  Jobs  lo  plant  shutdown.  Clearly  this 
problem  Is  replicated  throughout  the  manufacturing  sector  and  Is  one  of  the  key 
reasons  for  much  of  the  technology  legislation  and  policy  that  la  being  proposed. 

The  second  Image  is  also  troublesome.  I  toured  a  aheetmetal  shop  about  a 
year  ago.  The  shop  had  all  the  latest  technology.  Computerized  blueprints  were 
used  lo  automatically  generate  control  programs  for  the  cutting  machines  and 
barcode  labels  for  the  parts  which  were  used  to  control  Inventory  and  production. 
The  shop  was  successful  and  unionized,  but  the  Jobs  were  bocomlng  fewer,  less 
•killed  and  more  routine.  As  the  owner  told  me,  (en  years  ago  I  did  3  million 
dollars  worth  of  business  and  had  14  cutters  on  payroll.  (Cutters  are  the  most 
highly  6k(lled  sheetmetal  workers.)  Today  1  do  25  million  dollars  worth  and  I  have 
one."  Much  of  the  skilled  work  had  heen  eliminated  or  transferred  tfirough  the  use 
of  computer  technology.  Not  only  had  skilled  Joba  bcon  eliminated,  but  the 
aspirations  of  many  sheetmetal  worker*  to  move  Into  those  skilled  lobs  had  been 
undermined. 

The  technologies  of  production  are  a  key  factor  In  creating  the  quality  of 
work  life,  social  statu*,  working  conditions  and  sense  of  career  ladder  or  future 
for  the  workforce.  Changes  in  technology  can  and  will  affect  all  of  these  factors, 
sometime*  for  the  better,  sometimes  for  the  worse. 

Wa  hava  all  heard  about  robots  taking  over  dirty,  dangerous  Jobs.  We  have 
also  all  heard  about  workers  on  the  street  without  an  Income  because  robots  have 
taken  their  Jobs. 

The  issue  is  not  whether  or  not  we  should  develop  and  use  new  technologies. 
The  Issue  Is  whose  vision  of  the  future,  whoee  needs,  and  whose  voice  will  guide 
that  development  and  use. 
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Unfortunately,  tne  history  of  technology  design,  development  and 
implementation  In  this  country  le  a  history  of  exclusion.  This  Is  particularly  true 
in  the  workplace.  As  a  result  of  the  dictates  of  Taylor  ism  01  Scientific  Management, 
the  workforce  to  removed  ae  far  as  possible  from  either  day-to-day  or  strategic 
decision-making  about  the  design  and  use  of  technology.  Thus,  workplace 
technology  often  creates,  or  Is  used  In  ways  that  create,  Jnhs  that  are  deadening 
and  dead-end.  that  cause  repetitive  strain  Injuries  and  stress  related  illnccece. 
that  expose  workers  to  toxic  substances,  thet  stifle  skill  and  creativity,  and  that 
undermine  Innovation. 

In  the  shipyards,  technology  was  something  that  happened  to  us. 

As  the  rate  of  technological  change  In  the  workplace  accelerates,  and  ae  the 
power  end  scope  of  technologies  Increase,  so  to  does  the  potential  for  negative 
impecte  on  our  Ilve6  end  our  eoclety.  Involvement  of  the  workforce  In  the 
technological  processes  is  one  way  to  prevent  that  potential  from  being  .        ^^. 

It  seems  as  though  everyone  today  is  supporting  workforce  involvement  in 
technological  change.  The  buclncce  pre66,  the  labor  press  and  the  academics  are 
all  saying  that  the  effective  implementation  of  new  technologies  in  the  workplace 
is  dependent  on  the  Involvement  of  the  workforce. 

Such  broad  agreement  might  eeem  confuclng  to  anyone  who  has  watched  the 
lahor  scene  over  the  last  decade  In  this  country,  but  I  am  afraid  that  lurking 
behind  apparent  agreement  are  some  very  difficult  Issues  that  must  be  clarified  anrt 
tackled. 

What  does  It  mean  to  say  that  "effective  implementation  of  new  technologies 
Is  dependent  on  the  Involvement  of  the  workforce "?  I  would  like  to  highlight  thre« 
questions  that  are  raised,  and  not  answered,  by  this  statement. 

First,  how  do  we  measure  effectiveness? 

Second,  at  wnnt  point  does  the  Introduction  of  new  technology  begin?  and 

Third,  what  Is  actually  meant  by  Involvement? 

Let  me  discuss  each  of  these  briefly. 

Fir6t.  1  would  argue  that  there  16  very  Utile  ayreement  over  what  the  word 
effective  means  In  this  context.  While  we  certainly  went  to  know  If  technologies 
improve  auelity.  flexibility  and  productivity  (what  we  might  call  the  competitiveness 
factor),  we  also  need  to  oxamlne  whether  they  Improve  health  anrl  safety,  enhance 
skin,  support  career  ladders  and  make  Jobs  more  «*«cure. 

Stories  abound  of  technologies  that  have  effectively  enhanced 
competitiveness  while  effectively  destroying  lives.  The  year  after  being  awarded 
the    Maidrldge    award.     1,000    workers    at    the    AT4T     plant    In     North    Andovor, 
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MaibaOiUbOlls   of  e   Lielny   taid-off,   In   part   due  to  their    elln-llvi:   aupl  luallui  i  of    new 
technologies  and   quality   principles. 

Good  competitive  outcomet  may  be  necessary  but  are  not  sufficient  to  ensure 
improvement  for  the  workforce.  The  workforce  In  particular  cannot  afford  to  count 
on  the  vague  promisee  of  trickle-down  benefits  from  "effective"  technology  Broad 
social  measures  of  effectiveness  are  needed  to  drive  technology  pulley,  and 
developing  and  applying  these  requires  social  input.  The  few  cannot  continue  to 
tell  the  many  what  Is  yuud  technology. 

Second,  I  would  say  that  we  have  to  be  clear  on  when  the  introduction  of 
technology  begins.  Most  models  of  worker  input  have  the  workforce  entering  the 
discussion  after  the  major  choices  have  already  been  made.  It  Is  at  the  design 
stage  that  key  Issues  are  delineated  and  decisions  are  made,  that  attributes  can 
more  readily  be  changed  and  that  the  options  can  be  limited.  At  every  point  in  the 
design,  development  and  implementation  of  technologies,  decisions  are  made  which 
affect  the  downstream  results,  decisions  the  workforce  should  be  Involved  in. 

Technologies  uuuld  be  designed  lo  build  on  the  skills  of  the  workforce,  to 
recognize  and  utilize  the  workers'  expertise,  but  this  will  only  happen  if  there  are 
mechanisms  for  worker  Input  early  in  the  process. 

The  last  point  I  want  to  make  is  perhaps  the  most  important.  What  does  It 
mean  to  really  Involve  the  workforce  In  the  technology  process?  Involvement  must 
mean  more  than  a  seat  at  the  table  or  a  chance  lu  help  choose  between  two  or  three 
predefined  options.  For  Involvement  to  be  real,  the  workforce  must  havp  hoth  tha 
ability  to  express  their  needs  and  Ideas,  and  the  right  to  be  listened  to. 

I  have  worked  with  many  unions  trying  to  take  advantage  of  the  opportunity 
tor  Input.  The  history  nf  exclusion  of  tha  workforce  in  like  an  anchor  around  their 
necks,  an  anchor  that  will  mean  that  a  rising  tide  of  technology  will  raise  some 
boats  and  sink  others.  The  anchor  must  be  removed.  The  workforce  will  need 
support  to  develop  the  understanding,  expertise  and  voice  that  will  be  required  for 
It  to  play  its  necessary  role  in  technology  design,  development  and  implementation. 


The  government  can  play  a  crucial  role  In  the  process  of  re-orienting  our 
technology  activities.  11  can  ensure  that  workers  are  represented  on  all  the  panels 
and  advisory  committees  that  are  making  or  commenting  on  technology  policy.  It  can 
set  an  example  in  lis  own  uses  of  technology.  II  can  promote  the  needs  of  the 
workforce  for  skilled,  secure  and  well-paid  Jobs,  access  to  caraar  ladders  and 
decent  working  conditions  within  the  technology  development  process,  finally,  It 
can  halp  to  develop  the  expertise  and  understanding  that  Is  nacaasary  tor  the 
worker  voice  to  be  heard. 

Technology  Is  a  powerful  force  In  our  society,  and  Is  becoming  more  so.  I 
urge  you  to  help  ensure  that  that  force  Is  subject  to  the  kind  of  Informed 
democratic  Input  that  will  help  guarantee  its  positive  application  In  building  our 
economy,  and  In  providing  to  the  workforce  a  quality  workllfa,  Jnb  security,  and 
opportunity  while  utilizing  Its  skill,  flexibility  and  innovative  potential. 
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Senator  Wofford.  Thank  you.  You  have  all  three  put  important 
points  forth  for  us,  and  I  also  want  to  distill  one  lesson  from  the 
whole  day,  which  is  that  the  approach  we  are  talking  about,  the 
programs  we  are  talking  about,  are  not  business  or  labor  programs. 
If  they  are  either  one  and  not  both,  they  won't  work.  They  are  not 
Republican  and  Democratic  programs  either.  Mark  Lang's  Ben- 
jamin Franklin  Technology  Center  came  from  an  initiative  that 
Governor  Thornburgh  was  very  devoted  to.  I  think  I  am  correct  on 
the  timing. 

Mr.  Lang.  You  are  correct. 

Senator  Wofford.  The  labor-management  cooperation  effort  of 
Governor  Casey  is  very  much  in  line  with  that  to  earn  a  reputation 
for  pioneering  in  labor-management  cooperation,  and  you  have  co- 
operation right  here  between  Senator  Kassebaum  and  me  on  this 
committee.  This  is  not  one  side  of  the  aisle  or  the  other  side  of  the 
aisle. 

In  that  spirit,  I  call  on  Senator  Kassebaum  because  she  has 
given  a  great  deal  of  thought  to  all  of  this  and  helped  put  together 
the  panel  today. 

Senator  Kassebaum.  Well,  thank  you,  Mr.  Chairman.  I  guess  I 
would  like  to  ask  Mr.  Lang,  but  it  really  applies  to  all  of  you,  when 
you  speak  about  disseminating  practices  that  you  have  found  to  be 
useful  and  innovative,  how  do  you  get  that  out?  How  do  you  dis- 
seminate that?  Do  companies  come  to  you  and  contract  with  you? 

Mr.  Lang.  Well,  I  think  that  is  sort  of  the  million-dollar  question, 
actually,  but  there  are  many  different  answers  to  it. 

Senator  Kassebaum.  Well,  is  there  one  approach  that  has 
worked  better  than  others? 

Mr.  Lang.  I  think  that  what  you  are  seeing,  I  would  say,  is  the 
commonality  of  it  or  the  things  like  our  program  and  like  George's 
program,  which  are  regionally -based,  grass-roots  programs.  We  are 
a  nonprofit  corporation.  We  are  tied  to  Lehigh  University,  but  we 
have  a  board  of  directors  which  is,  by  mandate,  mostly  made  up  of 
business  people. 

We  understand  our  community.  We  focus  on  the  companies  in 
our  community,  and  what  we  do  is — as  I  said,  it  really  is  sort  of 
in  the  trenches.  We  actually  are  out  there  visiting  companies.  Com- 
panies will  come  to  us  when  they  read  about  it  in  the  paper  or 
something.  We  will  actually  make  cold  calls  to  companies;  if  we 
hear  of  a  company  having  a  problem  or  something,  go  out  and  visit 
them. 

It  is  our  job  to  sit  with  them  and  try  to  evaluate  what  do  we 
think  might  help  them.  I  think  you  run  into  maybe  three  different 
levels  of  things.  Sometimes,  you  run  into  a  company  that  wants 
some  help  with  a  technology,  and  we  have  gotten  into  a  few  exam- 
ples of  these,  and  the  reason  is  not  a  good  one,  frankly.  When  Sec- 
retary Reich  said  the  dumb-down  strategy— frankly,  we  believe 
that  doesn't  work. 

The  benefits  are  only  temporary,  and  I  can  remember  a  fairly  siz- 
able manufacturer  in  our  area  that  we  started  doing  some  work  on 
and  after  we  got  in  there,  we  found  out  that  they  were  at  odds.  The 
work  force  didn't  really  know  what  they  were  doing.  They  were 
using  it  to  control  the  workers,  and  we  just  sort  of  finished  up  the 
obligated  work  and  backed  out,  and  they  never  got  any  benefit  from 
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that.  In  fact,  the  company  was  losing  money.  Now,  fortunately,  it 
has  turned  around. 

I  would  say  the  ideal  example  is,  as  I  mentioned,  the  Ford  exam- 
ple or  the  APD.  You  come  in  here  and  you  now  have  good  relations. 
You  start  from  day  by  forming  teams  of  people,  and  it  is  a  very 
strategic,  very  individualized  kind  of  an  action.  You  look  at  where 
are  we,  evaluate  the  process  by  which  we  make  our  products,  the 
customers  and  their  needs,  and  see  what  changes  we  can  make  and 


you  systematically  do  that. 
Probably,  the  la 


larger  group,  I  would  say,  is  sort  of  a  third  ar- 
rangement, the  specialty  and  smaller  companies  where  you  don't 
have  the  traditional  use  of  production  workers  having  a  Dig  mark 
on  the  business,  but  on  the  other  hand  the  management  is  open  to 
that.  You  have,  you  know,  the  good  machinist  who  started  a  ma- 
chine shop  and  grown  up  to  50  or  100  employees  and  he  has  been 
doing  it  for  a  long  time. 

What  we  have  done  there,  frankly,  is  come  in  and  evaluate  them. 
We  have  used  students  a  lot,  graduate  students  from  the  univer- 
sity, to  come  in  and  sit  down  with  the  employers.  They  spend 
weeks  in  there  and  analyze  everything  in  the  company,  talk  to  the 
workers,  and  they  are  sort  of  the  surrogates,  you  might  say,  to 
begin  to  get  the  conversation  between  the  management  and  the 
production  workers  going.  They  gather  more  information  from  the 
workers,  usually,  than  they  do  from  the  management. 

We  go  propose  to  the  management  what  to  do.  Then  we  jointly 
go  in  and  then  we  have  the  students  continue  to  sit  down  with  the 
workers.  That  is  what  I  call  the  sort  of  hand-holding  type  of  train- 
ing. Again,  if  you  are  going  to  put  some  technology  in  without  hav- 
ing people  thoroughly  understand  it — and  then  it  is  an  iterative 
process;  it  is  not  one-way. 

George  mentioned  that  in  the  early  days  there  was  a  lot  of  impe- 
tus toward  having  university  research  going  into  companies,  and 
we  are  believer  that  if  you  do  that  correctly,  it  does  work.  We  can 
actually  sit  there  and  the  professors  and  the  students  have  a 
knowledge  of  the  technology  and  its  application  which  is  beyond 
what  the  company  has.  The  company  has  a  knowledge  of  their  mar- 
ket and  their  business,  and  they  can  actually  work  together  in  a 
dual,  two-way  partnership  and  come  up  with  something  which 
uniquely  will  satisfy  that  company. 

It  is  not  always,  by  the  way,  whiz-bang  technology.  It  might  be 
a  PC  with  a  D-Base  4  program  connected  to  an  autocad  program 
on  a  PC  which,  for  a  50-  or  100-man  companv,  gives  them  a  unique 
advantage.  So  it  is  a  very  individualized  kind  of  a  thing. 

I  like  to  say  that  we  try  to  help  those  who  want  to  help  them- 
selves. There  are  some  companies  like  the  first  one  I  mentioned 
that  you  can  go  into  and  you  can  just  recognize  that  no  matter  how 
much  time  we  spend  witn  them,  they  won't  get  anywhere.  So  our 
solution  to  that  is  just  to  move  on  to  the  next  guy  and  invite  them 
to  meetings  and  hope  they  will  pay  attention. 

Senator  Kassebaum.  Thank  you  very  much. 

Senator  Wofford.  All  three  of  you  in  some  sense,  I  think,  rep- 
resent industrial  extension  services,  at  least  in  part,  two  of  you  di- 
rectly. This  is  another  version,  I  think,  of  the  same  question  per- 
haps, but  to  what  extent  do  you  in  your  extension  services  have  as 
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an  operating  principle  that  you  work  with  workers  to  design  and 
implement  new  technologies  in  the  workplace?  To  what  extent  is 
the  involvement  of  workers  a  key  operating  principle  of  your  exten- 
sion services? 

Mr.  Richardson.  I  will  start,  I  guess.  I  am  on  the  end. 

Senator  Wofford.  Let  us  let  George  Sutherland  this  time. 

Mr.  Richardson.  Go  ahead,  George. 

Mr.  Sutherland.  It  is  a  principle  that  we  use.  We  don't  force 
that  on  companies.  In  other  words,  we  wouldn't  say  we  won't  work 
with  you  unless  you  acknowledge  that  this  is  something  that  you 
need  to  do. 

We  work  very  hard  at  imparting  that  sort  of  general  wisdom 
through  workshops,  seminars  and  forums  that  we  offer  through  an 
educational  process,  and  we  have,  through  that  series,  had  some 
12,000  people  in  a  lot  of  small  classes  hear  that  kind  of  information 
as  well  as  other  information  about  taking  advantage  of  technology 
and  your  work  force.  So  there  is  an  educational  piece  that  happens 
before  anybody  even  tries  to  do  something  specific,  and  then  when 
there  is  a  specific  issue,  we  remind  them  of  that. 

On  the  other  hand,  if  they  are  insistent  on  doing  something  and 
there  is  something  about  their  relationship  with  their  work  force 
where  they  don't  want  to  have  that  involvement,  we  don't  say,  well, 
I  am  sorry,  you  can't  do  that,  then.  So  it  is  not  a  requirement,  but 
it  is  something  that  we  like  to  see  happen. 

Senator  Wofford.  Charlie. 

Mr.  Richardson.  I  actually  approach  these  things  slightly  dif- 
ferently than  the  other  two  gentlemen  on  the  panel,  and  that  is 
that  generally  when  I  am  brought  into  a  situation  it  is  because  the 
union  has  requested  that  I  come  in  to  help  work  on  a  change  pro- 
gram in  the  workplace. 

It  is  my  experience  that  the  union  in  unionized  workplaces  needs 
some  time,  energy  and  resources  of  its  own,  I  guess  I  could  say,  to 
get  its  act  together,  to  have  an  understanding  of  what  it  wants,  to 
nave  the  ability  to  push  for  what  it  wants  in  trie  course  of  a  change 
process.  If  that  does  not  happen,  it  is  very  easy  for  a  change  proc- 
ess to  go  off  track  and  to  end  up  in  a  lot  of  ways. 

As  I  said  in  my  testimony,  there  is  a  long  history  of  negative  ap- 
proaches, negative  for  the  work  force  anyway,  to  technology  devel- 
opment and  implementation.  I  see  them  around  me  at  the  univer- 
sity all  the  time.  They  are  still  current,  they  are  still  there,  and 
thev  are  still  being  taught. 

One  particular  example  is  I  had  a  small  manufacturer  outside 
Boston  where  I  did  work  with  both  the  union  and  the  company.  It 
was  the  union  that  really  pushed  for  the  changes.  They  were  con- 
cerned they  were  going  to  lose  their  jobs  if  the  company  didn't 
make  the  changes  that  it  needed  to  to  respond.  It  was  a  classic 
case,  but  it  was  the  union  at  every  point  that  pushed  for  the 
changes  that,  first,  would  be  best  for  the  work  force  and,  second, 
to  see  how  those  changes  had  to  ripple  throughout  the  company. 
So,  not  only  did  they  change  the  production  floor,  but  they  needed 
changes  in  the  tool  room  and  they  needed  changes  in  the  engineer- 
ing department  and  they  needed  changes  all  the  way  through.  It 
took  a  united  approach  by  the  people  in  the  union  to  make  that 
happen.  They  need  their  resources,  they  need  their  support  as  well. 
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Mr.  Lang.  I  think  you  heard  me  talk  about  what  might  be 
viewed  as — I  shouldn't  say  the  word  perhaps — almost  a  subterfuge 
of  the  effort.  You  learn  when  you  go  into  a  small  company  that  is 
owned  by  a  person  that  if  the  first  thing  you  say  is  what  is  wrong 
with  your  business  is  you  don't  know  now  to  manage  it,  he  just 
boots  you  out  the  front  door  and  you  can't  do  anything  else  with 
him. 

On  the  other  hand,  this  idea,  like  I  said,  of  bringing  students  in 
and  sort  of  talking  to  them — another  kind  of  thing  that  we  have 
found  very  useful  is  we  have  public  presentations  of  many  of  the 
teams  that  are  working  in  the  organizations  that  are  using  them. 
I  have  had  many,  many  people  ask  me — when  they  see  the  enthu- 
siasm of  these  production  workers,  you  know,  modifying  their  work 
environment  and  seeing  the  results,  they  always  ask  me,  what  did 
you  pay  them  or  what  incentive  did  you  give  them  to  do  that.  They 
can  never  believe  that  the  answer  was  to  give  them  a  chance  to 
participate  in  their  future,  and  that  is  all.  That  is  all  they  want. 

Senator  Wofford.  Have  you  or  George  experienced  union  spe- 
cialists coming  in  to  work  with  you  in  your  situations? 

Mr.  Sutherland.  Yes.  The  prevalence  of  unions  in  smaller  com- 
panies is  a  lot  less,  so  it  is  a  fairly  infrequent  occurrence,  but  it 
does  occur.  I  mean,  it  is  not  like  a  zero  percentage.  I  wouldn't  set 
a  whole  program  around  that  as  being  the  basis  of  it,  though.  You 
know,  it  is  just  a  once-in-a-while  thing. 

Senator  Wofford.  Mark. 

Mr.  Lang.  I  wouldn't  say  every  firm,  and  you  are  right,  the  small 
firms,  but  we  have  actually  had  very  active  involvement  of  several 
unions  in  Pennsylvania.  In  many  cases,  the  unions  are  very  pro- 
gressive and  they  come  in  because  they  are  worried  about  losing 
their  jobs  and  they  are  very  helpful. 

I  can  tell  you  that  even  in  that  Ford  case  it  was  the  union  that 
actually  helped  to  provide  some  of  the  training  materials  that  were 
used  to  train  the  work  force,  so  that  has  been  a  very  productive  re- 
lationship. Frankly,  when  you  have  a  unionized  plant  and  you  have 
the  union  that  is  on  your  side,  then  it  actually  makes  things  go 
smoother,  at  least  we  have  found,  because  you  have  an  entity 
which  already  has  the  confidence  of  the  workers.  If  they  are  really 
working  together  with  the  management  in  a  team,  then  you  have 
like  the  two  team  organizations  coming  together  to  merge  into  one. 

Senator  Wofford.  I  want  to  thank  all  three  of  you  very  much. 
Let  me  announce  that  Senator  Kennedy  and  I  have  asked  the  Of- 
fice of  Technology  Assessment  to  prepare  testimony  on  the  subject 
of  this  hearing  and,  without  objection,  it  will  be  included  in  the 
record  at  the  appropriate  place.  This  is  going  to  be  a  very  interest- 
ing record. 

[The  information  referred  to  may  be  found  in  additional  mate- 
rial.] 

Senator  Wofford.  The  next  panel,  if  they  would  join  us?  Be- 
cause of  the  time,  I  am  not  saying  farewell  to  the  last  panel,  but 
thank  you  very  much  for  coming  here  today.  Mary  Harrington  is 
the  director  of  corporate  labor  relations  of  Eastman  Kodak,  Roch- 
ester, NY,  and  we  welcome  you  here  very  much.  You  are  here  on 
behalf  of  the  National  Association  of  Manufacturers,  with  two  hats, 
I  guess. 
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STATEMENTS  OF  MARY  HARRINGTON,  DIRECTOR,  COR- 
PORATE LABOR  RELATIONS,  EASTMAN  KODAK  CO.,  ROCH- 
ESTER, NY,  ON  BEHALF  OF  THE  NATIONAL  ASSOCIATION  OF 
MANUFACTURERS;  AND  CLIFFORD  J.  EHRLICH,  SENIOR 
VICE  PRESIDENT,  HUMAN  RESOURCES,  MARRIOTT  CORP., 
WASHINGTON,  DC,  ON  BEHALF  OF  THE  LABOR  POLICY  ASSO- 
CIATION 

Ms.  Harrington.  We  do  appreciate  the  opportunity  to  discuss 
with  you  the  impact  of  technology  on  workers  in  the  workplace,  and 
obviously  it  is  a  critical  concern  for  manufacturing  organizations  in 
the  United  States. 

We  understand  that  S.  1020  is  designed  to  promote  employee  in- 
volvement and  labor-management  cooperation  in  order  to  enhance 
the  production  of  high-quality  and  competitively-priced  goods  and 
services.  Our  experience  is  that  employee  involvement  in  high-per- 
formance work  teams  result  in  high-quality,  lower-cost  goods,  while 
enabling  the  organizations  to  become  flatter,  and  therefore  to  adapt 
better  to  the  changing  marketplace. 

So  we  believe  that  the  goals  of  the  legislation  are  praiseworthy, 
and  NAM  would  certainly  support  these  goals.  However,  we  believe 
that  the  bill  falls  short  of  achieving  the  goals  by  failing  to  address 
a  significant  threat  to  employee  involvement  structures  which  is 
posed  by  Section  8(a)(2)  of  the  National  Labor  Relations  Act,  com- 
monly referred  to  as  the  Electromation  threat.  The  committee  cur- 
rently has  pending  another  bill,  S.  669,  known  as  the  TEAM  Act, 
introduced  by  Senator  Kassebaum  which  would  eliminate  that 
threat,  and  NAM  commends  the  committee's  early  and  favorable 
consideration  of  the  TEAM  Act. 

I  would  like  to  take  a  couple  of  minutes  to  tell  you  about  some 
of  the  efforts  of  our  members  in  trying  to  have  high-quality  produc- 
tion and  the  roles  the  employees  play  in  that. 

Encouraged  by  the  Department  of  Labor  and  the  establishment 
of  the  Baldrige  Award,  more  and  more  companies  have  begun  to 
operate  under  the  team  concept.  The  most  sophisticated  version  of 
this  is  the  self-directed,  high-performance  team  in  which  the  em- 
ployees are  empowered  within  certain  parameters  to  manage  their 
own  work  and  to  manage  their  own  work  environment.  As  the  em- 

Sloyee  capability  grows,  the  management  levels  are  gradually  re- 
uced.  The  supervisor  no  longer  supervises;  he  becomes  a 
facilitator  and  he  becomes  a  coach  to  the  employees. 

The  mature  team  members  have  assumed  responsibility  for  such 
things  as  management  of  work  flow,  product  quality,  cost  and 
waste  reduction,  process  improvement,  work  scheduling,  peer  per- 
formance review,  coaching  and  training  of  their  own  team  mem- 
bers, and  the  safety  of  their  own  workplace.  These  team  members 
visit  customers  and  suppliers  to  better  understand  their  needs  and 
to  engage  in  cooperative  problem-solving. 

These  characteristics  of  high-performance  work  teams  have  been 
confirmed  through  a  joint  NAM-Department  of  Labor  program 
which  started  in  November  of  1991  and  continues  at  the  current 
time,  and  I  have  here  for  the  committee  some  materials  on  that 
project. 

Narrowing  the  focus,  I  am  proud  to  report  that  in  my  own  com- 
pany, Eastman  Kodak,  some  of  our  teams  have  played  a  pivotal 
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role  in  making  struggling  product  lines  competitive.  Whenever 
there  is  excess  production  capacity  in  the  marketplace,  it  is  the 
high-quality,  low-cost  producer  that  wins,  and  without  the  knowl- 
edge and  ingenuity  of  our  employee  teams  some  of  these  product 
lines  would  have  disappeared  by  now. 

For  example,  in  just  one  product  line  that  I  can  tell  you  about, 
our  employee  teams  have  been  responsible  for  reducing  costs  by  30 
percent,  reducing  waste  by  40  percent,  reducing  inventory  by  70 
percent,  while  at  the  same  time  doubling  their  personal  productiv- 
ity, improving  quality  of  the  product,  and  reducing  the  safety  inci- 
dents. 

Today,  if  you  talk  to  them,  these  employees  will  tell  you  that 
team  participation  and  empowerment  has  given  them  a  new  enthu- 
siasm for  coming  to  work.  They  are  learning  multiple  skills,  all  the 
way  from  statistical  process  control  to  computer  literacy,  and  that 
allows  them  to  adapt  to  the  changing  nature  of  work  and  to  remain 
employed  as  we  have  to  adapt  to  the  marketplace.  They  have  got- 
ten confidence  in  themselves  and  they  understand  their  piece  of  the 
business,  and  they  are  very  proud  of  the  contributions  they  make. 

In  every  company  that  has  employee  involvement,  the  essential 
feature  of  these  efforts  is  reliance  upon  the  expertise  and  initiative 
of  the  individual  employee,  and  to  tap  that  creative  energy  there 
has  to  be  extensive  communication  with  the  hourly  and  the  mana- 
gerial people  alike,  a  close  working  relationship  in  resolving  the 
workplace  issues. 

Yet,  by  allowing  the  employees  to  become  totally  involved  in  our 
business,  the  companies  face  a  very  serious  threat  from  the  Na- 
tional Labor  Relations  Board.  Within  the  last  7  months  the  Board 
has  issued  2  decisions,  the  Electromation  and  DuPont  cases,  which 
have  essentially  said  that  any  time  a  company  works  directly  with 
its  employees  to  discuss  and  address  workplace  issues  without  the 
involvement  of  a  labor  union,  that  company  is  likely  to  be  in  viola- 
tion of  the  Act. 

Prior  to  these  decisions,  few  people  were  making  a  connection  be- 
tween employee  involvement  and  Section  8(a)(2),  and  today  the  re- 
sults of  Electromation  and  DuPont  are  very  unsettling  in  the 
American  workplace.  In  looking  at  these  holdings,  we  conclude  that 
if  management  simply  listens  to  what  the  employees  are  saying 
and  does  nothing,  it  is  okay.  But,  on  the  other  hand,  if  the  em- 
ployer really  listens  to  the  employees  and  tries  to  work  with  them 
cooperatively  about  these  problems,  then  you  risk  a  violation. 

The  net  result  is  that  most  employers  who  are  engaging  in  em- 
ployee involvement  activities  are  on  a  tightrope,  a  very  delicate  bal- 
ancing act,  trying  to  distinguish  among  those  issues  that  the  team 
can  lawfully  address,  and  always  mindful  that  the  worst-case  sce- 
nario is  that  an  unfair  labor  practice  charge  will  be  upheld  and  the 
company  will  be  ordered  to  dismantle  all  of  its  employee  involve- 
ment structures.  This  would  be  a  major  setback  for  the  country's 
competitive  posture  and  it  would  be  devastating  to  employees. 

In  summary,  employee  involvement  is  something  that  American 
employers  and  our  employees  need  and  want,  and  the  committee 
may  very  well  wish  to  proceed  with  S.  1020  and  to  commit  precious 
Federal  resources  to  its  goals,  but  these  resources  may  be  wasted 
if  they  are  spent  on  initiatives  that  are  later  found  to  De  unlawful 
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and  are  ordered  to  be  discontinued.  We  ask  this  committee  to  focus 
not  only  on  encouraging  employee  involvement,  but  on  removing 
the  roadblocks.  We  urge  you  to  act  on  the  Kassebaum  TEAM  Act 
quickly  and  to  eliminate  this  cloud  over  the  American  workplace. 

I  would  close  with  an  open  invitation  to  the  members  of  this  com- 
mittee from  my  company  and  from  the  member  companies  of  NAM 
for  you  to  visit  our  workplaces  and  talk  to  our  employees  and  see 
for  yourself  the  critical  importance  of  high-performance  work  sys- 
tems to  a  competitive  America. 

NAM  thanks  you  for  this  opportunity  to  visit  with  you  today. 

[The  prepared  statement  of  Ms.  Harrington  follows:] 

Prepared  Statement  of  Mary  Harrington 

Mr.  Chairman  and  distinguished  members  of  the  Labor  and  Human  Resources 
Committee.  My  name  is  Mary  Harrington.  I  am  director  of  corporate  labor  relations 
for  Eastman  Kodak  Co.  and  am  located  at  corporate  headquarters  in  Rochester,  NY. 
I  am  also  an  attorney  and  have  had  extensive  experience  in  labor  law. 

I  am  appearing  today  on  behalf  of  the  Employee  Relations  Committee  of  the  Na- 
tional Association  of  Manufacturers.  The  NAM  is  a  voluntary  business  association 
of  more  than  12,000  member  companies  and  subsidiaries,  large  and  small,  located 
in  every  State.  Members  range  in  size  from  the  very  large  to  the  more  than  8,000 
smaller  manufacturing  firms,  each  with  fewer  than  500  employees.  NAM  member 
companies  employ  85  percent  of  all  workers  in  manufacturing  and  produce  more 
than  80  percent  of  the  Nation's  manufactured  goods.  The  NAM  is  affiliated  with  an 
additional  158,000  businesses  through  its  Associations  Council  and  the  National  In- 
dustrial Council. 

We  appreciate  the  opportunity  to  discuss  with  you  the  impact  of  technology  on 
workers  and  the  workplace — obviously  a  critical  concern  to  manufacturing  compa- 
nies in  the  United  States.  We  understand  that  much  of  the  focus  of  today's  hearing 
will  center  around  S.  1020,  the  "Workers  Technology  Skills  Development  Act,"  which 
is  designed  to  promote  employee  involvement,  labor-management  cooperation  and 
other  workplace  efforts  to  enhance  high-quality,  competitively  priced  production  of 
goods  and  services.  Surveys  and  literature  on  the  subject  indicate  that  employee  in- 
volvement and  high  performance  work  teams  produce  higher  quality,  lower  cost 
goods,  while  enabling  organizations  to  flatten  and  to  adapt  to  the  changing  market 
dI&og 

Therefore,  we  believe  the  goals  of  the  legislation  are  highly  laudable  and  the  NAM 
would  certainly  support  those  goals.  However,  we  believe  the  bill  falls  far  short  of 
achieving  them  by  failing  to  address  a  significant  threat  to  high-quality  production 
today — the  jeopardy  to  employee  involvement  structures  posea  by  section  8(aX2)  of 
the  National  Labor  Relations  Act  (NLRA).  This  has  been  more  commonly  referred 
to  as  the  "Electromation"  threat.  The  committee  currently  has  pending  another  bill, 
S.  669,  the  "Teamwork  for  Employees  and  Management  (TEAM)  Act",  offered  by 
Senator  Kassebaum,  which  would  eliminate  that  threat.  The  NAM  commends  the 
committee's  early  and  favorable  consideration  of  the  TEAM  Act.  j 

Before  describing  this  problem,  let  me  tell  you  about  some  of  our  members  efforts 
to  achieve  high-quality  production  and  the  role  played  by  our  employees  in  that  ef- 

Encouraged  by  the  U.S.  Department  of  Labor  (DOL)  and  the  establishment  of  the 
Baldrige  Award,  more  and  more  companies  have  begun  to  operate  on  the  team  con- 
cept. DOL  statistics  indicate  that  approximately  85  percent  of  U.S.  companies  are 
utilizing  some  form  of  employee  involvement.  The  most  sophisticated  version  is  self- 
directed^  high  performance  work  teams  in  which  employees  are  empowered,  within 
certain  parameters,  to  manage  their  own  work  and  work  environment.  As  employee 
capability  grows,  levels  of  management  are  gradually  reduced.  The  supervisor  no 
longer  supervises  but  becomes  a  coach  and  a  facilitator.  Members  of  mature  teams 
have  assumed  responsibility  for  such  things  as  management  of  work  flow,  product 

Siuality,  cost  and  waste  reduction,  process  improvement,  work  scheduling,  peer  per- 
ormance  review,  coaching  and  training  of  team  members  and  safety  in  their  work- 
place. Team  members  visit  customers  and  suppliers  to  better  understand  their 
needs  and  engage  in  cooperative  problem  solving. 

The  characteristics  and  values  of  high  performance  work  teams  and  organizations 
described  above  have  been  confirmed  through  a  joint  NAM-Department  of  Labor 
program  begun  in  November  1991  and  continuing  at  the  current  time.  The  NAM- 
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DOL  program  has  included  more  than  a  dozen  focus  group  sessions  involving  em- 
ployers and  employees  in  various  locations  in  the  Nation  about  the  diversity  of  on- 
Sing  innovative  worker  involvement  programs.  In  addition,  the  findings  from  the 
ms  groups  have  been  the  subject  of  a  series  of  seminars  to  test  the  conclusions 
reached.  The  NAM  hopes  that  the  final  results  of  this  joint  initiative — recommenda- 
tions, key  issues  and  the  required  commitment — can  be  shared  with  the  employer 
and  employee  communities  at  large  to  encourage  expansion  of  high  performance 
work  teams/organizations. 

Narrowing  the  focus,  I  am  proud  to  report  that  in  my  own  company,  Eastman 
Kodak,  some  of  our  teams  have  played  a  pivotal  role  in  making  struggling  product 
lines  competitive.  Whenever  there  is  excess  production  capacity  or  severe  competi- 
tion in  the  market  place,  the  high  quality,  low-cost  producer  wins.  Without  the 
knowledge  and  ingenuity  of  our  employee  teams,  some  of  these  product  lines  would 
have  disappeared  by  now.  For  example,  in  one  product  line,  our  employee  teams  are 
credited  with  reducing  costs  by  over  30  percent,  reducing  waste  by  40  percent  and 
reducing  inventory  by  70  percent,  while  at  the  same  time  doubling  personal  produc- 
tivity, improving  quality  and  reducing  safety  incidents. 

Today,  these  employees  will  tell  you  that  team  participation  and  empowerment 
has  given  them  a  new  enthusiasm  for  work.  They  are  learning  multiple  skills  from 
statistical  process  control  to  computer  literacy  which  will  allow  them  to  adapt  to  the 
changing  character  of  work  ana  remain  employed.  They  have  new  confidence  in 
themselves.  They  understand  their  piece  of  the  business  and  take  pride  in  the  con- 
tribution they  make  to  the  success  of  our  company. 

In  every  company,  an  essential  feature  of  these  efforts  is  a  reliance  upon  the  ex- 
pertise and  initiative  of  the  individual  employee  at  all  levels  of  the  operation.  To 
tap  that  creative  energy,  there  has  to  be  extensive  communication  among  employ- 
ees— both  hourly  and  managerial — and  a  close  working  relationship  in  resolving 
workplace  issues.  By  workplace  issues,  I  don't  mean  wages  and  benefits.  I  mean 
things  like  changes  in  machinery,  efficiencies,  schedules,  work  assignments,  work 
standards  and  numerous  other  aspects  of  the  workplace.  To  ensure  quality  produc- 
tion, we  simply  cannot  avoid  talking  about  and  dealing  with  these  kinds  oi  issues. 

Yet,  by  allowing  employees  to  become  involved,  a  company  faces  a  very  serious 
threat  from  the  National  Labor  Relations  Board.  Within  the  last  7  months,  the 
Board  has  issued  two  rulings— Electromation,  309  NLRB  No.  163  (Dec.  16,  1992) 
and  E.I.  du  Pont  de  Nemours  and  Co.,  311  NLRB  No.  88  (May  28,  1993)— which 
have  essentially  said  that  any  time  a  company  works  directly  with  its  employees  to 
discuss  and  address  workplace  issues  without  the  involvement  of  a  labor  union,  that 
company  is  likely  to  be  in  violation  of  section  8(aX2)  of  the  NLRA. 

To  understand  this  problem,  you  have  to  understand  the  history  of  the  labor 
movement  in  the  earlier  part  of  this  century.  Prior  to  enactment  of  the  Wagner  Act 
of  1935  (the  original  version  of  the  NLRA),  companies  would  defeat  unions  by  set- 
ting up  sham  "company  unions"  which  were  little  more  than  management  "fronts." 
These  were  usually  established  during  a  strike  or  an  organizing  drive  by  a  legiti- 
mate labor  union.  Frequently,  employees  were  coerced  into  joining  them  and  re- 
nouncing any  allegiance  to  the  legitimate  unions.  The  employer-dominated  company 
unions  rarely  engaged  in  any  true  collective  bargaining,  other  than  perhaps  to  rub- 
ber stamp  a  wage  and  benefit  package  that  management  had  intended  in  the  first 
place.  The  sham  union  had  no  funding  or  governing  structure  that  was  independent 
of  the  company. 

To  eliminate  the  "company  union"  problem,  the  Wagner  Act  declared  it  an  unfair 
labor  practice  for  an  employer  "to  dominate  or  interfere  in  the  formation  or  adminis- 
tration of  any  labor  organization  or  contribute  financial  or  other  support  to  it  .  . 
."  In  addition,  the  term  "labor  organization"  was  broadly  defined  in  section  2(5)  to 
include: 

any  organization  of  any  kind,  or  any  agency  or  employee  representation  commit- 
tee or  plan,  in  which  employees  participate  and  which  exists  for  the  purpose, 
in  whole  or  in  part,  of  dealing  with  employers  concerning  grievances,  labor  dis- 
putes, wages,  rates  of  pay,  hours  of  employment,  or  conditions  of  work. 

As  it  turns  out,  this  broad  prohibition  was  very  effective  so  that,  by  the  1950's, 
the  sham  company  unions  were  largely  a  thing  of  the  past.  This  was  accomplished 
in  part  by  a  very  mechanistic  application  of  section  8(aX2)  by  the  NLRB.  If  certain 
elements  were  present,  a  violation  was  found,  eliminating  any  need  to  consider 
management's  motives  or  the  effects  on  the  employees. 

While  the  "company  union"  problem  vanished,  the  solution  remained,  only  to  cre- 
ate its  own  problem  years  later. 

As  the  workplace  evolved  and  as  more  and  more  employers  in  recent  years  have 
adopted  employee  involvement  structures,  legal  scholars  have  pondered  whether 
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they  ran  afoul  of  section  8(aX2).  More  often  than  not,  these  structures  involved  dis- 
cussions between  employees  and  management  about  a  variety  of  workplace  issues 
which  fell  within  the  broad  definition  of  "conditions  of  work"  applied  by  the  NLRB. 

This  was  a  legitimate  issue  for  law  review  articles,  but,  as  a  practical  matter,  few 
employers  knew  about  it  or  worried  about  it  because  no  one  was  filing  charges 
against  their  employee  involvement  structures.  The  way  the  Board  works,  it  can 
only  investigate  an  alleged  violation  if  someone  files  a  charge.  Apart  from  a  handful 
of  legal  scholars,  few  people  were  making  the  connection  between  employee  involve- 
ment and  section  8(a)  (2). 

Then,  for  whatever  reason,  the  Board  decided  to  try  to  "fix"  this  somewhat  aca- 
demic problem.  They  decided  to  use  a  section  8(aX2)  case,  Electromation,  Inc.,  as 
a  vehicle  for  reconciling  employee  involvement  with  the  statute.  They  announced 
public  hearings  and  took  a  number  of  amicus  curiae  briefs.  Because  of  the  critical 
interests  at  stake,  business  groups  couldn't  avoid  this  case.  Yet,  in  highlighting  the 
issue,  it  was  no  longer  an  academic  exercise  and,  when  the  Board  issued  its  ruling 
in  Electromation,  the  whole  world  was  watching.  Given  this  new  visibility,  the  re- 
sults were  very  unsettling  to  the  American  workplace. 

Electromation  has  been  described  by  some  as  a  "narrowly  decided"  case  where  the 
decision  is  limited  to  the  facts  of  that  case.  Indeed,  the  Board  members  went  out 
of  their  way  to  proclaim  that  the  case  was  not  the  death  knell  for  employee  involve- 
ment. Three  of  the  four  even  filed  separate  opinions  explaining  how,  in  their  view, 
employee  involvement  can  be  legal  under  the  statute.  Unfortunately,  none  of  these 
three  different  approaches  has  the  force  of  law. 

Indeed,  the  facts  in  Electromation  are  not  typical  of  a  highly  sophisticated  em- 
ployee involvement  structure.  Electromation  is  an  Indiana  firm  with  about  200  em- 
ployees that  manufactures  electrical  components.  At  the  time  the  case  arose,  in 
1988,  the  company  was  non-union.  Alter  some  human  resources  problems,  the  com- 
pany decided  to  set  up  five  "Action  Committees''  to  address  the  following  issues:  1) 
Absenteeism/Infractions;  2)  No  Smoking  Policy;  3)  Communication  Network;  4)  Pay 
Progression  for  Premium  Positions;  and  5)  Attendance  Bonus  Program. 

Management  generally  determined  the  structure  of  the  Action  Committees  and 
had  employees  sign  up  for  them  up  to  a  certain  number  per  committee.  The  commit- 
tee discussions  were  very  open  without  management  domination.  Significantly,  the 
Board  found  that  the  committees  were  not  established  to  try  to  prevent  the  forma- 
tion of  a  union.  In  fact,  once  the  company  learned  that  the  Teamsters  Union  was 
attempting  to  organize  the  workers,  the  company  pulled  out  of  the  committees. 
When  the  Teamsters  lost  the  election,  the  union  filed  an  8(aX2)  charge  alleging  that 
the  Action  Committees  were  employer-dominated  unions. 

It  is  frequently  claimed  that  the  facts  in  Electromation  are  typical  of  a  number 
of  8(aX2)  cases  which  have  gone  before  the  Board  with  much  less  fanfare.  In  those 
cases,  the  Board  has  repeatedly  found  a  violation. 

Thus,  when  the  Board  decided  this  case,  it  tried  to  stress  its  "garden  variety"  na- 
ture. However,  in  deciding  the  case,  the  Board  focused  on  a  number  of  characteris- 
tics of  the  Action  Committees.  When  they  looked  at  these  characteristics,  most  com- 
panies having  employee  involvement  found  some  or  all  of  these  characteristics  to  be 
shared  by  even  their  highly-sophisticated  structures: 

they  were  established  and  designed  unilaterally  by  management; 

management  retained  the  power  to  unilaterally  terminate  the  committees; 

employees  acted  in  a  representative  capacity; 

the  committees  dealt  with  conditions  of  employment;  and 

management  acted  upon  the  items  discussed  in  the  committees. 

The  last  point  is  an  interesting  one.  In  other  words,  if  management  simply  listens 
to  what  the  employees  are  saying,  but  never  acts  upon  it,  there  is  no  problem  even 
though  many  would  consider  this  a  "sham."  on  the  other  hand,  if  the  employer  real- 
ly listens  to  the  employees  and  works  with  them  to  solve  problems  or  address  their 
concerns,  a  violation  is  likely.  Thus,  true  employee  involvement  may  make  the 
structure  illegal. 

Employers  are  even  more  confused  by  the  recent  DuPont  ruling.  In  that  case,  the 
Board  found  a  violation  where  the  company  had  established  joint  health  and  safety 
committees  and  refused  to  dismantle  them  when  the  union  objected. 

Employers  were  not  surprised  by  the  Board's  ruling  that  a  union  has  veto  power 
over  employee  involvement  among  the  workers  it  represents.  However,  in  its  deci- 
sion, the  Board  tried  to  provide  more  guidance  to  employers  in  reconciling  employee 
involvement  with  section  8(aX2).  Unfortunately,  this  guidance  wasn't  very  helpful. 
For  example,  the  Board  tried  to  carve  out  certain  "safe  harbors"  such  as  "brain- 
storming" sessions,  information  sharing,  and  suggestion  boxes.  These  may  have 
been  viewed  as  innovative  human  resources  techniques  back  in  the  1950*8,  but  they 
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fall  far  short  of  the  progressive  and  sophisticated  approaches  being  used  in  today's 
workplace. 

The  net  result  of  these  decisions  is  that  most  employers  with  employee  involve- 
ment structures — particularly  those  in  nonunion  settings — are  beginning  to  feel  as 
if  they  are  sitting  on  very  thin  ice.  As  teams  evolve  toward  high  performance  work 
systems,  the  employer  engages  in  a  delicate  balancing  act,  striving  to  distinguish 
among  those  issues  that  the  team  can  lawfully  address.  Even  under  the  best  case 
scenario,  employers  are  vulnerable  to  a  charge  being  filed  by  a  disgruntled  employee 
or  a  labor  union.  Under  the  worst-case  scenario,  that  charge  prevails  and  the  com- 
pany has  to  dismantle  all  of  its  employee  involvement  structures.  This  would  be  a 
major  setback  to  our  country's  competitive  posture.  And  it  would  be  devastating  to 
employee  satisfaction  and  motivation.  The  days  are  gone  when  we  can  expect  or 
allow  our  employees  to  park  their  brains  at  the  door  when  they  come  to  work. 

We  can  argue  the  legalities  as  to  whether  the  Electromation  case  was  correctly 
decided  under  the  statute  and  legal  precedents.  But  the  policy  issues  seem  clear. 
Employee  involvement  is  something  that  American  employers  and  their  employees 
need  and  want.  Moreover,  this  hearing  underscores  the  fact  that  Congress  shares 
our  commitment  to  the  importance  of  employee  involvement. 

This  committee  may  very  well  wish  to  proceed  with  S.  1020  and  commit  precious 
Federal  resources  to  its  goals.  But  however  one  feels  about  the  merits  of  S.  1020, 
those  resources  will  be  wasted  if  they  are  spent  on  activities  that  are  later  deter- 
mined to  be  illegal  and  are  discontinued. 

Therefore,  I  urge  this  committee  to  focus  not  Just  on  encouraging  employee  in- 
volvement, but  removing  the  roadblocks  as  well.  To  do  that,  I  urge  you  to  enact  the 
Kassebaum  TEAM  Act  as  quickly  as  possible  to  eliminate  this  cloud  over  the  Amer- 
ican workplace. 

I  would  close  with  an  open  invitation  from  my  company,  Eastman  Kodak,  and 
other  NAM  members  for  you  to  visit  our  workplaces  and  talk  with  our  managers 
and  employees.  There  are  many  innovative  programs  in  place  and  I  believe  your  ex- 
posure to  them  will  give  you  a  much  better  sense  of  why  we  place  such  a  high  prior- 
ity on  employee  involvement.  The  NAM  and  other  employer  organizations  want  to 
highlight  what  we  believe  to  be  positive  initiatives  on  the  plant  floor  and  we  hope 
you  examine  these  programs. 

The  NAM  appreciates  the  opportunity  to  share  its  thoughts  with  the  committee. 

Senator  Wofford.  Thank  you.  I  will  accept  your  invitation  in 
terms  of  at  least  Pennsylvania.  Second,  I  want  to  recognize  the  way 
in  which  in  the  health  care  field,  with  the  inflation  in  health  care 
costs,  Eastman  Kodak  and  the  city  of  Rochester,  working  together 
with  all  the  participants  in  the  health  field  in  Rochester,  nas  point- 
ed the  way,  one  of  the  most  promising  ways  to  health  care  reform 
in  this  country. 

Ms.  Harrington.  Thank  you  very  much,  Senator. 

Senator  Wofford.  Clifford  Ehrlich  is  the  senior  vice  president  of 
the  human  resources  part  of  the  Marriott  Corp.,  and  he  is  also 
speaking  on  behalf  of  tne  Labor  Policy  Association. 

Welcome. 

Mr.  Ehrlich.  Thank  you,  Senator.  Like  Mary,  I  am  here  wearing 
two  hats.  One  is  as  the  vice  president  of  human  resources  for  Mar- 
riott Corporation.  We  employ  195,000  people  throughout  the  world 
and  we  are  responsible  for  administering  236  labor  contracts  here 
in  the  United  States.  I  am  also  here  as  a  member  of  the  board  of 
directors  of  the  Labor  Policy  Association,  representing  200  of  Amer- 
ica's largest  companies,  the  majority  oi  whom  are  manufacturers. 

The  company  I  work  for  and  those  I  represent  are  firmly  commit- 
ted to  improving  the  workplace  through  high-performance  work- 
place systems.  We  have  a  strong  belief  that  we  must  create  a  posi- 
tive work  environment  for  our  employees,  one  which  enables  them 
to  develop  their  skills  and  engages  their  enthusiastic  support  for 
the  success  of  our  companies  in  the  marketplace. 

We  know  of  no  way  to  accomplish  this  except  by  involving  em- 
ployees in  solving  problems,  dealing  with  customers  and  coping 
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with  change.  This,  in  turn,  requires  us  to  utilize  very  contemporary 
management  processes  and  techniques.  For  those  reasons,  I  am 
very  pleased  tnat  you,  Senator  Wofford,  are  sponsoring  legislation, 
along  with  Senators  Kennedy,  Kerry,  and  now  Kassebaum,  that 
recognizes  the  importance  of  employee  involvement  and  the  need 
for  trie  Federal  Government  to  promote  and  to  encourage  the  revo- 
lution that  is  occurring  in  the  workplace. 

From  reading  the  language  of  S.  1020,  the  Workers  Technology 
Skill  Development  Act,  it  is  my  understanding  that  it  is  intended 
to  facilitate  worker  involvement  in  the  development  and  implemen- 
tation of  advanced  workplace  technologies  and  practices.  It  is  also 
my  understanding  that  the  bill's  sponsors  believe  that  in  order  for 
the  U.S.  to  survive  in  an  increasingly  competitive  world,  the  U.S. 
must  adopt  policies  to  stimulate  innovation  that  will  create  jobs 
and  advance  our  technological  superiority  and  international  eco- 
nomic competitiveness.  Those  are  sound  objectives  and  I  certainly 
agree  with  them. 

The  sponsors  further  State  that  the  best  way  to  accomplish  this 
goal  is  for  the  Federal  Government  to  assist  American  companies 
in  adopting  new  manufacturing  methods  that  their  competitors 
abroad  are  using  successfully  to  produce  products  in  industries  that 
pay  high  wages.  Again,  I  am  in  agreement. 

For  too  long,  American  labor  policy  and  American  labor  laws 
have  reflected  the  historical  notion  that  employers  and  employees, 
capital  and  labor,  have  conflicting  interests,  and  that  is  an  anti- 
quated theory  that  doesn't  fit  today.  As  we  are  learning,  this  notion 
has  been  replaced  by  the  realization  that  the  interests  of  employers 
and  employees  are  parallel,  interdependent,  and  virtually  identical. 
They  must  work  cooperatively  on  the  same  team  to  make  their  en- 
terprises more  competitive. 

To  achieve  the  bill's  two  objectives,  the  legislation  would  author- 
ize the  Department  of  Labor  to  provide  grants  to  eligible  entities 
for  the  purpose  of  helping  employees  become  involved  in  the  plan- 
ning and  implementation  of  advanced  workplace  technologies  and 
practices.  In  addition,  it  would  authorize  the  Department  of  Labor 
to  identify,  collect  and  disseminate  information  on  best  workplace 
practices. 

These  initiatives  are  laudable,  but  a  key  element  is  missing.  Un- 
fortunately, the  legislation  does  not  confront  the  number  one  prob- 
lem facing  the  future  of  employee  involvement  in  the  United 
States.  I  am  speaking  of  the  need  for  Congress  to  reverse  the  re- 
cent actions  of  the  National  Labor  Relations  Board  that  have  called 
into  question  the  legality  of  employee  involvement.  Unless  that 
problem  is  cleared  away,  it  may  be  very  difficult  for  S.  1020's  objec- 
tives to  be  fulfilled. 

The  Nation's  labor  laws  were  written  at  a  time  when  labor-man- 
agement confrontations  were  the  accepted  norm.  They  reflected  the 
adversarial  model  of  the  1930's,  1940's  and  1950's  that  manage- 
ment brains  should  direct  worker  brawn  in  such  a  wav  as  to  make 
every  job  in  a  worksite  idiot-proof.  Workers  were  to  do,  not  think; 
management  would  do  the  thinking  for  them. 

As  this  committee  knows  well,  that  approach  may  have  been  ac- 
ceptable when  U.S.  companies  dominated  world  markets  and  the 
cost  of  workplace  efficiencies  could  be  passed  along  to  consumers, 
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who  had  no  alternative  but  to  buy  goods  and  services  provided  by 
these  companies.  Those  days,  however,  are  long  gone.  It  is  now 
abundantly  clear  that  the  continuation  of  adversarial  workplace 
policies  is  adverse  to  the  interests  of  employees,  employers,  and  the 
national  economy. 

The  new  business  philosophy  that  is  evolving  is  built  on  the  dy- 
namic work  team  concept  that  moves  as  much  brain  work  as  pos- 
sible back  to  front-line  workers.  It  has  employees  intellectually  in- 
volved in  the  business  operation  and  committed  to  making  the 
process  function  more  smoothly,  ensuring  high  quality  and  con- 
stantly seeking  ways  to  improve  that  process. 

The  new  philosophy  is  the  high-performance  workplace  which 
employs  teams  of  multi skilled  workers  at  all  levels  of  the  organiza- 
tion and  uses  highly  flexible,  automated  systems  to  provide  a  broad 
array  of  quality  goods  and  services  tailored  to  the  individual  pref- 
erences of  customers.  The  problem  is  that  the  modern  high-per- 
formance workplace  and  its  essential  components  of  teamwork  and 
work  force  cooperation  are  concepts  that  the  National  Labor  Rela- 
tions Act  does  not  recognize. 

The  disconnect  between  the  legal  theory  behind  the  National 
Labor  Relations  Act  and  the  reality  of  the  high-performance  work- 
place may  be  best  exemplified  in  the  NLRB  s  recent  decisions  in 
Electromation  and  DuPont.  Those  cases  raise  substantial  doubt 
about  the  legality  of  virtually  any  kind  of  cooperative  effort  other 
than  a  traditional  labor  union  through  which  employees  and  man- 
agers address  matters  relating  to  the  employees'  jobs,  working  con- 
ditions, the  workplace  environment,  and  the  like. 

In  fact,  there  may  be  no  better  example  of  the  harmful  reach  of 
the  Board's  decisions  than  its  implications  for  corporate  diversity 
programs.  Such  programs  usually  involve  companies  assisting  the 
formation  of  groups  of  minority,  female,  and  sometimes  workers 
with  disabilities  who  communicate  with  senior  management  about 
modifying  employment  practices  to  improve  the  workplace.  Under 
Electromation,  such  programs  may  now  be  found  to  be  illegal  com- 
pany unions  under  Section  8(aX2)  of  the  NLRA 

Should  S.  1020  be  enacted  in  its  present  form,  Electromation  and 
DuPont  may  pose  obstacles  to  the  full  realization  of  its  goal.  For 
example,  in  Section  3  of  S.  1020,  the  purposes  of  the  Act  are  de- 
scribed as  the  improvement  of  the  ability  of  workers  to  develop,  as- 
sess and  improve  strategies  to  integrate  workers  into  evaluating, 
selecting  and  implementing  new  and  advanced  workplace  tech- 
nologies, workplace  practices,  and  forms  of  work  organization.  That 
kind  of  integration  and  development  would  be  considered  illegal 
under  the  Board's  decision  in  Electromation. 

In  a  nonunion  setting,  if  a  company  were  to  do  everything  in  its 
power  to  make  the  objectives  of  S.  1020  a  reality,  the  new  forms 
of  work  organization  that  would  be  created  would  be  considered  to 
be  illegal  company  unions.  When  the  NLRA  was  enacted  in  1935, 
a  strategy  frequently  used  by  companies  to  avoid  union  organiza- 
tion was  the  formation  of  company  unions,  which  were  captive  or- 
ganizations dominated  by  management.  As  a  result,  Congress 
wrote  into  the  law  a  broad  prohibition  against  them.  It  is  written 
so  broadly  and  so  clearly  that  within  a  few  years  after  enactment 
of  the  new  law,  company  unions  were  virtually  extinct. 
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But,  now,  that  same  broad  prohibition  is  being  read  by  the  Board 
to  bar  a  broad  array  of  programs  developed  by  companies  to  build 
teamwork,  programs  that  are  typical  of  the  high-performance  work- 
place. In  my  opinion,  and  in  the  opinion  of  a  number  of  labor  law- 
yers who  have  examined  the  bill,  S.  1020's  new  form  of  work  orga- 
nization would  clearly  fall  within  that  prohibition. 

Fortunately,  there  is  a  simple  solution  to  this  problem.  It  is  em- 
bodied in  S.  669  and  H.R.  1529  that  have  been  introduced  in  this 
Congress  by  Senator  Nancy  Kassebaum  and  Representative  Steve 
Gunderson.  The  legislation  is  entitled  the  Teamwork  for  Employees 
and  Management  Act.  and  it  would  ensure  that  our  Federal  labor 
laws  do  not  restrict  tne  ability  of  employers  and  employees  to  co- 
operate with  one  another  by  removing  the  legal  impediments  to 
employee  involvement  created  by  Electromation. 

It  is  my  sincere  hope  that  this  committee  will  embrace  the  TEAM 
Act,  and  if  S.  1020  is  reported  to  the  Senate  floor,  I  would  urge  you 
to  include  the  TEAM  Act  as  a  necessary  part  of  the  Workers  Tech- 
nology Skill  Development  Act.  Without  it,  the  bill  would  only  be  an 
empty  promise. 

Thank  you.  I  appreciate  the  opportunity  to  be  heard  today. 

[The  prepared  statement  of  Mr.  Ehrlich  follows:] 

Prepared  Statement  of  Clifford  J.  Ehrlich 

Mr.  Chairman  and  Distinguished  members  of  the  committee,  my  name  is  Clifford 
J.  Ehrlich.  I  am  the  senior  vice  president  for  human  resources  at  the  Marriott  Corp. 
which  operates  lodging  and  food  service  facilities  in  the  United  States  and  21  other 
countries.  Marriott  employs  over  195,000  persons  worldwide  in  both  union  and  non- 
union work  settings.  In  the  United  States  alone,  for  example,  we  administer  236  col- 
lective bargaining  agreements.  In  addition,  I  am  a  member  of  the  board  of  directors 
of  the  Labor  Pohcy  Association,  an  organization  of  the  human  resource  executives 
of  200  of  America's  largest  companies,  the  majority  of  whom  are  manufacturers. 

Both  Marriott  and  the  members  of  LPA  are  firmly  committed  to  improving  the 
workplace  through  high  performance  workplace  systems.  Marriott  Corp.  has  a 
strong  belief  that  it  must  create  a  positive  work  environment  for  its  employees,  one 
which  enables  them  to  develop  their  skills  and  engages  their  enthusiastic  support 
for  our  success  in  the  marketplace.  We  know  of  no  way  to  accomplish  this  except 
by  involving  employees  in  solving  problems,  dealing  with  customers  and  coping  with 
change.  This,  in  turn,  requires  us  to  utilize  very  contemporary  management  proc- 
esses and  techniques. 

For  those  reasons,  I  am  very  pleased  that  you,  Senator  Wofford,  are  sponsoring 
legislation  along  with  Senators  Kennedy  and  Kerry  that  recognizes  the  importance 
of  employee  involvement  and  the  need  for  the  Federal  Government  to  promote  the 
revolution  that  is  occurring  in  the  workplace. 

From  reading  the  language  of  S.  1020,  the  Workers  Technology  Skill  Development 
Act,  it  is  my  understanding  that  it  is  intended  to  facilitate  worker  involvement  in 
the  development  and  implementation  of  advanced  workplace  technologies  and  prac- 
tices. It  is  also  my  understanding  that  the  bill's  sponsors  believe  that  in  order  for 
the  United  States  to  survive  in  an  increasingly  competitive  world,  the  United  States 
must  adopt  policies  to  stimulate  innovation  that  will  create  jobs  and  advance  our 
technological  superiority  and  international  economic  competitiveness.  I  couldn't 
agree  with  you  more. 

The  sponsors  further  state  that  the  best  way  to  accomplish  this  goal  is  for  the 
Federal  Government  to  assist  American  companies  in  adopting  new  manufacturing 
methods  that  their  competitors  abroad  are  using  successfully  to  produce  products  in 
industries  that  pay  high  wages.  Again,  I  am  in  agreement.  Too  often  American  labor 
policy  has  reflected  the  historical  notion  that  employers  and  employees,  labor  and 
capital,  have  conflicting  interests.  However,  as  we  are  learning,  this  notion  has  been 
replaced  by  the  realization  that  the  interests  of  employers  and  employees  are  par- 
allel, interdependent,  and  virtually  identical.  They  must  work  cooperatively  on  the 
same  team  to  make  their  enterprise  more  competitive. 

To  achieve  the  bill's  two  objectives,  the  legislation  would  authorize  the  Depart- 
ment of  Labor  to  provide  grants  to  eligible  entities  for  the  purpose  of  helping  em- 
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ployees  become  involved  in  the  planning  and  implementation  of  advanced  workplace 
technologies  and  practices.  In  addition,  it  would  authorize  the  Department  of  Labor 
to  identify,  collect  and  disseminate  information  on  best  workplace  practices. 

These  initiatives  are  laudable,  Mr.  Chairman,  but  a  key  element  is  missing.  Un- 
fortunately, the  legislation  does  not  confront  the  number  one  problem  facing  the  fu- 
ture of  employee  involvement  in  the  United  States.  I  am  speaking  of  the  need  for 
Congress  to  reverse  the  recent  actions  of  the  National  Labor  Relations  Board  that 
have  called  into  question  the  legality  of  employee  involvement.  Unless  that  problem 
is  cleared  away,  it  may  be  very  difficult  for  S.  1020's  objectives  to  be  fulfilled. 

The  Nations  labor  laws  were  written  at  a  time  when  labor-management  con- 
frontations were  the  accepted  norm.  Indeed,  industrial  relations  policy  in  the  first 
half  of  this  century  may  be  best  exemplified  in  Frederick  Winslow  Taylor's  second 
principle  of  scientific  management: 

All  possible  brain  work  should  be  removed  from  the  shop  and  centered  in  the 
planning  or  laying-out  department 

In  other  words,  human  resource  policy — according  to  the  adversarial  model  of  the 
30's,  40's  and  50's — was  that  management  brains  should  direct  worker  brawn  in 
such  a  way  as  to  make  every  job  in  a  worksite  idiot-proof.  Workers  were  to  do,  not 
to  think;  management  would  do  their  thinking  for  them.  As  this  committee  knows 
well,  that  approach  may  have  been  acceptable  when  U.S.  companies  dominated 
world  markets,  and  the  cost  of  workplace  inefficiencies  could  be  passed  on  to  con- 
sumers who  had  no  alternative  but  to  buy  goods  and  services  provided  by  these  com- 
panies. Those  days,  however,  are  long  gone.  It  is  now  abundantly  clear  that  the  con- 
tinuation of  adversarial  workplace  policies  is  adverse  to  the  interests  of  employees, 
employers  and  the  national  economy. 

The  new  philosophy  that  has  replaced  Taylor's  scientific  management  is  one  built 
on  the  dynamic  work  team  concept  that  moves  as  much  brain  work  as  possible  back 
to  front  line  workers.  It  has  employees  intellectually  involved  in  the  business  oper- 
ation and  committed  to  making  the  process  function  more  smoothly,  insuring  high 
quality  and  constantly  seeking  ways  to  improve  that  process.  The  new  philosophy 
is  the  high  performance  workplace  which  employs  teams  of  multi-skilled  workers  at 
all  levels  of  the  organization  and  uses  highly  flexible  automated  systems  to  provide 
a  broad  array  of  quality  goods  and  services  tailored  to  the  individual  preferences 
of  our  customers.  The  problem,  Mr.  Chairman,  is  that  the  modern  high  performance 
workplace  and  its  essential  components  of  teamwork  and  workplace  cooperation  are 
concepts  that  the  National  Labor  Relations  Act  does  not  recognize. 

The  disconnect  between  the  legal  theory  behind  the  National  Labor  Relations  Act 
and  the  reality  of  the  high  performance  workplace  may  be  best  exemplified  in  the 
NLRB's  recent  rulings  in  Electromation  and  DuPont.  Those  cases  raise  substantial 
doubt  about  the  legality  of  virtually  any  type  of  cooperative  effort — other  than  a  tra- 
ditional labor  union — through  which  employees  and  managers  address  matters  re- 
lating to  the  employees'  jobs,  working  conditions,  the  workplace  environment  and 
the  like.  In  fact,  there  may  be  no  better  example  of  the  harmful  reach  of  Board's 
decisions  than  its  implications  for  corporate  diversity  programs.  Such  programs 
often  include  the  company's  assisting  the  formation  of  groups  of  minority  employees 
who  communicate  with  senior  management  about  modifying  the  company's  employ- 
ment practices  to  improve  the  workplace.  Under  Electromation,  such  programs  may 
now  be  found  to  be  illegal  company  unions  under  section  8(aX2)  of  the  NLRA. 

Should  S.  1020  be  enacted  in  its  present  form,  Electromation  and  DuPont  may 
pose  obstacles  to  the  full  realization  of  its  goal.  For  example,  in  section  3  of  S.  1020, 
the  purposes  of  the  act  are  described  as  the  improvement  of  the  ability  of  workers 
to  develop,  assess  and  improve  strategies  to  integrate  workers  into  "evaluating,  se- 
lecting and  implementing  new  and  advanced  workplace  technologies,  workplace 
practices  and  forms  of  work  organization."  Mr.  Chairman,  that  kind  of  integration 
and  development  would  be  considered  illegal  under  the  Board's  decision  in 
Electromation.  In  a  nonunion  setting,  if  a  company  were  to  do  everything  in  its 
power  to  make  the  objectives  of  S.  1020  a  reality,  the  new  forms  of  work  organiza- 
tion that  would  be  created  would  be  considered  illegal  company  unions.  When  the 
NLRA  was  enacted  in  1935,  a  strategy  frequently  used  by  companies  to  avoid  union 
organization  was  formation  of  "company  unions,"  which  were  captive  organizations 
dominated  by  management.  As  a  result,  Congress  wrote  into  the  law  a  broad  prohi- 
bition against  them.  It  was  written  so  broadly  and  so  clearly  that  within  a  few  years 
after  enactment  of  the  new  law,  company  unions  were  virtually  extinct.  But  now, 
that  same  broad  prohibition  is  being  read  by  the  Board  to  bar  a  broad  array  of  pro- 
grams developed  by  companies  to  build  teamwork,  programs  that  are  typical  ofthe 
high  performance  workplace.  Mr.  Chairman,  in  my  opinion  and  in  the  opinion  of  a 
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number  of  labor  lawyers  who  have  examined  the  bill,  S.  1020*8  new  forms  of  work 
organization  would  clearly  fall  within  that  prohibition. 

Fortunately,  there  is  a  simple  solution  to  this  problem.  It  is  embodied  in  S.  669 
and  H.R.  1529  that  have  been  introduced  in  this  Congress  by  Senator  Nancy  Kasse- 
baum  and  Rep.  Steve  Gunderson.  The  legislation  is  entitled  the  "Teamwork  for  Em- 
ployees and  Management  Act,"  and  it  would  assure  that  our  Federal  labor  laws  do 
not  restrict  the  ability  of  employers  and  employees  to  cooperate  with  one  another 
by  removing  the  legal  impediments  to  employee  involvement  created  by 
Electromation.  It  is  my  sincere  hope  that  this  committee  will  embrace  the  TEAM 
Act,  and  if  S.  1020  is  reported  to  the  Senate  floor,  I  would  urge  you  to  include  it 
as  a  necessary  part  of  the  Workers  Technology  Skill  Development  Act.  Without  it, 
the  bill  would  only  be  an  empty  promise. 

I  appreciate  the  opportunity  to  appear  before  you  today. 

Senator  Wofford.  Thank  you.  We  will  make  sure  that  your  tes- 
timony today  is  made  available  to  the  committee  on  labor  and  man- 
agement cooperation  that  Secretary  Reich  talked  to  us  about,  which 
has  as  one  of  its  mandates  to  look  at  the  Electromation  decision 
and  the  DuPont  decision  and  their  effect  on  labor-management  co- 
operative programs. 

Senator  Kassebaum. 

Senator  Kassebaum.  Mr.  Chairman,  I  don't  want  you  to  think 
that  I  had  any  hand  in  scripting  the  witnesses'  testimony,  but  I  ap- 
preciate their  comments  about  S.  669.  I  do  feel  that  it  may  help 
clarify  what  clearly  is  becoming  questionable,  I  think,  in  the  minds 
of  the  business  community  as  they  wonder  exactly  when  they  will 
or  when  they  will  not  be  in  compliance  with  the  National  Labor  Re- 
lations Act. 

I  would  like  to  ask  both  of  you— you  talked  about  the  cooperative 
programs  at  Kodak  and  at  Marriotts— how  they  are  comprised.  Did 
the  company  initiate  it?  Did  it  come  from  the  employees,  and  who 
is  a  part  of  the  team  and  does  the  membership  change?  Are  they 
sort  of  evolving  cooperative  efforts? 

Ms.  Harrington.  Well,  I  will  try  first.  Usually,  a  company  initi- 
ates the  change  of  the  structural  organization  of  how  you  do  work 
in  the  workplace,  and  for  us  we  have  been  studying  these  high-per- 
formance work  systems  since  the  late  1970's,  but  in  the  early 
1980's  became  really  active.  In  the  beginning,  we  had  consultants 
come  in  and  people  took  courses.  We  went  to  Japan  and  studied 
what  our  competitors  were  doing,  which  is  a  very  important  thing 
to  understand  these  days.  We  have  done  a  lot  of  benchmarking,  but 
ultimately  we  developed  a  lot  of  internal  resources  to  train  our  peo- 
ple. 

This  is  an  evolutionary  process.  Employees  have  to  be  ready  to 
embrace  this  new  way  of  working  and  using  their  minds.  In  fact, 
we  have  had  experiences  where  our  employees  say  to  us,  you  know, 
now  that  we  have  started  using  our  brains,  you  can't  turn  it  off, 
you  can't  stop  doing  this.  But  you  have  to  be  ready,  and  statistics 
show  that  companies  that  don't  invest  in  the  up-front  training,  A, 
for  the  employees  to  embrace  change  and,  second,  for  the  super- 
visors to  embrace  a  changing  role  for  themselves — that  these  kinds 
of  things  fail. 

So  that  is  a  long  way  of  getting  to  the  point  that  in  our  company 
we  have  many  different  variations  on  the  theme  because  they  are 
all  in  evolutionary  stages.  The  ideal  is  the  self-directed  work  team 
that  has  a  lot  of  autonomy,  but  you  don't  get  there  overnight. 
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Senator  Kassebaum.  Well,  let  me  just  ask  you  if  you  feel  this 
work  team,  as  it  would  be  comprised  at  some  point  at  Kodak, 
would  be  held  in  violation  of  the  National  Labor  Relations  Act. 

Ms.  Harrington.  I  believe  that  in  the  ideal  State  it  would  be  in 
violation.  We  are  always  on  the  edge,  and  lots  of  times  when  cer- 
tain issues  come  up  with  our  employees  we  have  to  say  to  them, 
look,  that  is  not  the  prerogative  of  the  team  to  get  into  this  subject. 
They  don't  frankly  understand  why  we  are  stopping  the  discussion 
because  true  creativity  has  to  take  into  consideration  all  the  as- 
pects of  the  problem,  and  so  it  is  a  risk.  It  is  a  very  great  risk  and 
it  is  hobbling  the  true  creativity  and,  I  think,  initiative  that  could 
come  out  if  we  had  the  freedom  to  discuss  everything  with  the  em- 
ployees without  the  fear  of  violating  the  law. 

Senator  Kassebaum.  Mr.  Ehrlich. 

Mr.  Ehrlich.  Both  at  Marriott  and  the  other  manufacturers  that 
I  am  representing  here  through  the  Labor  Policy  Association,  the 
experience  is  similar  to  the  one  Mary  described.  Management  initi- 
ates it,  but  as  management  long  ago  learned,  unless  you  hit  a  re- 
sponsive cord  with  employees  some  of  your  best  programs  will  sim- 
ply die  and  wither  on  the  vine. 

Clearly,  the  concept  of  employee  involvement  has  been  very  ag- 

fressively  embraced  by  workers  in  America  and  its  momentum 
as 

Senator  Kassebaum.  Both  union  and  nonunion? 

Mr.  Ehrlich.  Both  union  and  nonunion.  As  Senator  Wofford 
pointed  out,  this  is  not  a  Republican/Democrat,  management/labor 
issue.  I  think  that  what  is  at  stake  here  really  is  national  competi- 
tiveness, but  management  has  initiated  it,  workers  embrace  it,  and 
once  the  momentum  occurs,  you  can't  stop  it.  People  simply  want 
more  of  it  because  it  does  create  an  excitement  ana  an  enthusiasm 
in  the  workplace  that  most  of  us  haven't  seen  for  a  long,  long  time. 

The  one  disadvantage  we  are  operating  with  right  now  is  the 
cloud  of  uncertainty  that  hangs  over  this  issue  because  of 
Electromation  and  DuPont,  and  I  take  a  look  at  this  and  really  do 
think  of  it  as  a  national  competitive  issue.  Why  put  American  busi- 
ness at  the  disadvantage  of  tne  uncertainty  that  is  created  by  those 
two  decisions  when  it  can  be  clarified  in  the  legislation? 

Senator  Kassebaum.  It  is  my  understanding,  because  I  missed 
Secretary  Reich's  testimony,  that  he  suggested  that  clarification  of 
Electromation  or  DuPont  could  be  done  on  a  case-by-case  basis.  Do 
either  of  you  wish  to  comment  on  that? 

Mr.  Ehrlich.  Well,  it  does  sound  like  an  orderly  process,  but  the 
process  of  evolution,  I  think,  by  its  nature  occurs  over  time,  and 
the  question  I  think  that  I  would  ask  the  Secretary  if  he  were  here 
is  does  he  think  we  have  the  time.  I  think  there  is  an  urgency  in 
this  situation  that  doesn't  really  allow  for  the  passage  of  a  lot  of 
time  of  uncertainty.  So  while  it  is  orderly,  it  is  not  supportive  of 
national  competitiveness  goals. 

Ms.  Harrington.  Further,  it  may  be  orderly,  but  our  past  expe- 
rience with  decisions  from  the  National  Labor  Relations  Board  is 
that  when  a  new  board  comes  in,  they  often  reverse  in  a  case  the 
decisions,  and  so  the  uncertainty  is  never  removed.  Legislation 
would  once  and  for  all  settle  this  issue  so  that  we  could  get  on  with 
it. 


95 

Senator  Kassebaum.  I  know  the  Secretary  has  indicated,  and 
Senator  Wofford  mentioned  it,  too,  that  the  labor  reform  commis- 
sion might  deal  with  the  issue.  But  that  could  well  be  some  time — 
I  would  guess  2  years,  maybe,  before  we  would  see  the  end  results. 
Is  there  a  deadline? 

Senator  Wofford.  I  don't  know  the  timetable.  But  he  did  ask 
that  it  look  at  it  as  a  whole,  not  just  as  a  case-by -case  process.  He 
said  he  was  concerned  about  it  and  he  has  asked  that  it  be  on  their 
agenda. 

Senator  Kassebaum.  But  I  think  the  NLRB  decisions  have  left 
some  uncertainty,  and  that  is  why  it  is  interesting  to  hear  from  ev- 
erybody who  has  testified  about  the  keen  desire  to  really  begin  to 
see  these  new  ideas  explored  and  supported,  as  S.  1020  would  do. 
Yet,  on  the  one  hand,  if  you  get  off  track,  it  could  well  dampen  the 
whole  endeavor. 

Mr.  Ehrlich.  It  is  exciting  to  see  people  get  as  enthusiastic 
about  the  work  as  they  are  in  these  work  teams.  Anything  that 
dampens  that  just  runs  adverse  or  runs  contrary  to  what  we  are 
trying  to  accomplish  in  the  workplace,  and  it  is  a  great  opportunity 
for  us  to  move  that. 

Senator  Kassebaum.  Mr.  Chairman,  I  would  welcome  your  co- 
sponsorship  of  S.  669.  [Laughter.] 

Senator  Wofford.  Well,  I  appreciate  your  joining  on  S.  1020.  I 
assure  you  I  didn't  script  the  good  words  on  tnat  today,  and  I  will 
talk  with  you  about  this  with  care. 

I  have  also  seen  the  excitement  of  workers  that  have  done  what 
Mary  Harrington  was  describing  who  have  actually  gone  to  Japan 
to  learn  the  new  technique.  Rohm  and  Haas  has  an  extraordinary, 
highly  automated  production  of  polymers  with  Japanese  tech- 
nology, but  the  Japanese  said  the  technology  won't  work  at  all  un- 
less you  learn  the  new  way  of  organizing  the  work  force  with  self- 
management  teams. 

They  wanted  to  send  young  people  to  be  ready  for  the  future  on 
the  grounds  that  if  they  went  by  seniority,  they  wouldn't  learn  the 
new  ways.  But  the  union  insisted  it  be  by  seniority,  and  so  the 
team  sent  over  to  Japan  consisted  of  people  in  their  50s,  more  or 
less,  and  they  came  back  and  when  I  visited  this  operation — it  is 
now  several  years  ago — they  had  been  ignited  by  what  they 
learned.  They  got  excited  by  learning.  The  workers  said  that  it  was 
the  hardest  thing  they  had  ever  done,  but  it  was  the  best  thing; 
that  it  had  just  given  them  a  whole  new  life. 

The  manager  in  charge  of  the  team,  which  was  doing  very  well, 
said  he  didn't  even  have  to  come  to  the  meetings  of  the  team.  They 
supervised  everything  from  the  raw  materials  coming  into  the  fac- 
tory to  the  packaging  and  distribution  as  it  went  out.  He  came 
often  because  he  enioyed  the  sessions,  but  they  had  already  in  6 
months  out-produced  the  Japanese  who  had  taught  them  how  to  do 
this. 

So  we  appreciate  your  concerns,  and  Senator  Kassebaum  and  I 
will,  no  doubt,  be  talking  about  it  more.  We  also,  I  think,  got  a  lot 
out  of  the  success  stories  which  you  also  have  brought  to  us  today. 

We  are  going  now  to  something  I  like  as  a  new  precedent.  I  am 
not  sure  you  are  able  to  go  to  it,  but  instead  of  our  usual  party  pol- 
icy lunches  today,  we  are  having  a  joint  Republican-Democratic  pol- 
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icy  lunch  on  the  question  of  base  closings  and  defense  conversion. 
I  think  that  is  a  precedent  that  I  hope  gets  followed. 

Senator  Kassebaum.  I  would  suggest  that  that  is  very  true,  Mr. 
Chairman,  and  I  am  very  fortunate  not  having  a  State  that  has 
been  as  hard  hit  as  some  others,  and  can  only  empathize  because 
it  is  difficult  to  make  those  adjustments  and  it  all  fits  in  with  some 
of  the  things  we  have  been  talking  about  today. 

Senator  Wofford.  Well,  it  proves  the  point  that  we  learn  some 
of  these  things  under  adversity.  We  get  our  attention  and  come  to- 
gether across  party  lines,  and  when  jobs  are  stake  and  lives  are  at 
stake,  and  that  is  what  we  were  talking  about  today. 

Thank  you  very  much. 

Senator  Kassebaum.  Mr.  Chairman,  if  it  wouldn't  be  out  of 
order,  I  would  like  to  ask  that  a  statement  by  Congressman  Gun- 
derson regarding  both  S.  1020  and  S.  669  be  included  in  the  record 
at  the  appropriate  place. 

Senator  Wofford.  It  will. 

[The  prepared  statement  of  Mr.  Gunderson  follows:! 


Prepared  Statement  of  Rep.  Steve  Gunderson 

Mr.  Gunderson «   Mr.  Chairman  and  Members  of  the  Committee,  I 
appreciate  this  opportunity  to  contribute  my  comments  to  the 
record  of  this  important  hearing.   I  would  like  to  begin  by 
Baying  that  to  Senator  Mofford  that  I  fully  support  his  efforts 
through  S.1020  to  promote  the  use  of  employee-participation 
programs  across  the  spectrum  of  American  workplaces. 

Virtually  every  successful  business  owner  in  America  will 
tell  you  that  empowering  employees  is  critical  to  staying 
competitive.  To  the  extent  that  we  can  encourage  greater  use  of 
employee-participation  programs ,  and  better  understand  the 
elements  of  the  best  programs,  we  will  improve  the  nation's 
ability  to  compete  Internationally,  and  we  will  contribute  to  a 
rising  standard  of  living  for  all  working  Americans. 

I  also  want  to  bring  another  important  message  to  you  today: 
Employee  participation  programs  across  thiB  nation  are  legally 
threatened.   Regrettably,  the  more  imminent  issue  is  not  how  to 
expand  labor-management  cooperation  programs,  but  rather  how  to. 
insure  -  in  a  legally  hostile  environment  -  the  survival  of 
already  existing  programs. 
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In  the  last  6  month*  we  have  had  two  critically  important 
rulings  -  in  cases  involving  Electromation,  Inc,  and  the  DuPont 
Company  -  from  the  National  Labor  relations  Board  which 
terminated  EP  programs  at  those  two  companies  and  called  into 
question  the  legality  of  virtually  every  currently  operating 
program  in  the  nation.   Efforts  to  encourage  the  proliferation  of 
such  programs  in  this  legally  hostile  environment  -  laudable  as 
they  might  be  -  are  putting  the  cart  before  the  horse. 

I  do  not  fault  the  KLRB  for  making  'bad'  decisions  in  the 
Electromation  and  DuPont  cases.  Rather,  I  think  the  Board  ruled 
in  a  manner  consistent  with  provisions  in  the  national  Labor 
Relations  Act  which  were  written  -  almost  60  years  ago  -  to 
outlaw  so  called  "sham"  or  company  unions. 

When  the  National  Labor  Relations  Act  was  written,  companies 
could  deny  their  workers  real  nnion  representation  by 
establishing  in-housa  unions.  By  compelling  employees  to  join 
these  company  dominated  unions,  employers  effectively  drove  a 
steak  through  the  heart  of  any  legitimate  organising  drive. 

It  was  in  order  to  end  this  manipulation  that  Congress 
passed  the  Wagner  Act  in  1935.  The  act  contained  two  provisions 
which,  together,  very  specifically  and  effectively  dealt  with 
the  problem  of  "sham"  unions. 

Section  2(5)  of  the  Act  defined  "labor  organisations "  as 
'amy  organisation  of  any  kind,  or  any  agency  or  employee 
representation  committee  or  plan,  in  which  employees  participate 

and  which  exists  for  the  purpose,  in  whole  or  in  part,  of  dealing 
with  employees  concerning  grievances,  labor  disputes,  wages, 
rates  of  pay,  hours  of  employment,  or  conditions  of  work. " 

Having  broadly  defined  "labor  organisations"  in  Seat ion 
2(5),  the  Act  went  on  to  prohibit  employer  manipulation  of  these 
organisations  in  Section  8 (a) 2,  which  states  that  an  employer  may 
not  'dominate  or  interfere  in  the  formation  or  administration  of 
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any  labor  organisation  or  contribute  financial  or  other  support 
to  it  ..." 

Through  strong  enforcement  of  these  new  provisions,  the 
problem  of  "sham*  unions  was  solved.  Regrettably,  while  these 
two  provisions  in  the  law  ware  the  effective  neons  toward  a 
fairer  and  wore  progressive  workplace  in  the  1930s,  they  are 
proving  to  be  an  equally  effective  taped!— t  to  these  same 
objectives  in  the  1990s.  The  reason?  Employee  participation 
progress  at  companies  like  Electromation  and  DuPont  -  established 
for  purposes  diametrically  opposite  to  "shaa  unions"  -  are  being 
svept-up  in  the  broad  and  indiscriminatlng  web  of  2(5)  and  8 (a) 2. 

I  would  add,  Mr.  Chairman,  that  these  are  not  -  as  some  have 
suggested  -  narrow  decisions  applicable  only  to  these  specific 
companies.   It  is  hard  for  ne  to  conceive  of  any  significant 
employee-participation  program,  in  fact,  which  could  survive 
legal  challenge  under  the  law  as  it  is  written  today. 


la  the  electroaation  decision,  for  example,  the  Board 
suggested  that  an  employee  participation  committee  could  be 
judged  in  violation  of  the  HLRA  for  any  combination  of  the 
following  reasons i 

*  RBPRBSEMTATIOMt  Does  the  committee  address  Issues 
affecting  workers  who  are  not  direct  participants  on  the 
committee? 

*  SUBJECT  H&TTER i  Do  the  committees  address  issues  related 
to  "conditions  of  work?" 

*  MAHAGEMBHT  IMVOLVBMEMTi  Does  the  committee  "deal  with"  any 
supervisors,  managers,  or  executives  on  any  issues? 

*  employer  DOMIMATIOM:  Did  the  company  create  the  committee 
play  a  major  role  in  deciding  its  agenda? 
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Mr.  Chairman,  I  would  submit  that  any  employee  participation 
program  in  which  designated  committees  engaged  in  none  of  the 
above  would  hardly  be  worth  the  effort. 

Before  we  move  ahead  with  efforts  to  better  understand  what 
makes  the  beet  employee  participation  programs  the  best,  and  with 
efforts  to  encourage  a  wider  proliferation  of  such  programs 
across  America,  it  is  essential  that  we  address  these  very 
fundamental  legal  questions. 


And  address  them  we  must.   In  this  decade  of  intense  global 
competition,  high  technology,  and  constant  evolution  in  the 
workplace,  these  provisions  in  the  55  year-old  Wagner  act  are  an 
anchor  to  companies  trying  to  stay  ahead.  The  best-run 
businesses—  including  80%  of  the  Fortune  500  companies — use 
employee  involvement  as  the  key  component  in  their  strategies  to 
lin  competitive. 


You  will  hear  testimony  today  from  two  of  America's  beat 
businesses.  Both  Eastman  Kodak  and  the  Mariott  Corporation  are 
global  market  leaders.  They  will  detail  for  you  how  essployee 
involvement  contributes  to  business  success— whether  in  the 
service  industry,  or  manufacturing  and  high-tech  industry. 

However,  you  might  expect  such  sophisticated  management 
techniques  from  America's  largest  companies.   So  I  want  to  let 
you  hear  from  small  business  owners  in  my  own  congressional 
district  who  don't  have  to  compete  globally  to  understand  the 
importance  of  empowering  employees . 

Last  year,  when  the  National  Labor  Relations  Board  was 
preparing  to  issue  its  ruling  in  BLBCTROMATZOH,  which  held 
employee  involvement  in  the  balance,  I  mailed  a  survey  to  the 
small  and  medium  sited  businesses  in  Western  Wisconsin.   I  asked 
them  to  tell  me  whether  they  made  use  of  employee  involvement 
programs,  and  whether  they  thought  such  programs  made  a 
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different:*  in  tha  workplace.   Over  40%  of  the  more  than  100 
companies  that  responded  that  they  did  in  fact  have  program  in 
place.  Sone  companies  indicated  they  ran  highly  structured 
programs,  where  employee  "teams"  directed  company  decisions  on 
such  things  product  design  and  quality  control.  Others- 
including  the  smallest  "mom  and  pop"  shops — detailed  informal 
steps  they  take  to  empower  their  employees. 

A  pharmacy  in  La  Crosse,  Wisconsin  which  employs  only  10 
people,  lnfan.ad  me  of  its  "Team  Esteem"  program.  They  said  in 
their  response  thatt 

"Making  this  type  of  staff-management  interaction  illegal 
would  deal  small  and  large  businesses  another  terrible  blow. 
Understanding  end  implementing  the  concept  of  participative 
management  allows  the  U.S.  to  be  more  competitive." 

a  radio  station  in  Rice  Lake,  Wisconsin  which  employs  23 
people  has  had  an  employee  participation  plan  for  several  years. 
They  wrote  that  there  program  i 

"...provides  an  atmosphere  in  the  workplace  and  a  feeling  in 
eaoh  employee  that  they  are  important,  in  fact  the  most 
important,  component  in  the  short:  and  long-term  success  of 
our  radio  station. " 

Finally,  a  manufacturer  of  windows  and  window  frames  in  Kau 
Claire,  Wisconsin  which  employs  35  people  wrote  thatt 

"Employees  are  the  only  people  who  really  know  what  needs  to 
be  done  to  improve  a  company.   Employees  feel  they  have  an 
important  part  to  play  in  the  success  of  the  business. 
"Failure"  becomes  everyone's  failure." 
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The  point:  is,  Mr.  Chairman,  American  businesses  and  American 
workers  are  getting  the  message  about  employee  participation  and 
what  it  can  mean  both  in  tens  of  employees'  status  in  the 
workplace  and  the  success  of  their  companies.   S.  1020  is  good 
and  necessary  legislation  in  that  it  will  moke  the  Federal 
government  a  more  effective  advocate  of  that  message.  But  I 
firmly  believe  that  without  legislative  action  to  amend  the  hlra 
these  efforts  will  be  fruitless. 

[Additional  material  follows:] 


7n_ipn  -  Qi  -  <; 
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Additional  Material 

Statement  of  Maureen  Sheahan 

Mr.  Chairman,  my  name  is  Maureen  Sheahan.  I  am  Executive  Director  of  the  Labor 
Management  Council  for  Economic  Renewal,  a  non-profit,  tax-exempt  membership 
organization,  composed  of  small  and  mid-sized  firms  and  unions  in  southeast  Michigan.  The 
Council  appreciates  the  opportunity  to  testify  at  this  hearing  regarding  S.1020,  the  "Workers 
Technology  Skill  Development  Act" 

The  Council  was  launched  as  a  project  of  UAW  Region  1A  in  June,  1990,  with 
tunding  from  the  State  of  Michigan  intended  to  promote    itworking  among  smaller  firms. 
Using  the  links  already  available  through  the  Union's  regional  structure,  the  Council  added 
the  dimension  of  labor-management  cooperation  to  its  mission  in  securing  successful  business 
and  job  futures.  Outreach  to  firms  represented  by  Region  1A  resulted  in  the  involvement  of 
over  30  units  and  seven  locals  during  the  first  year's  activities,  and  of  over  50  firms  and  14 
locals  to  date.  Outreach  has  been  to  the  180  units  represented  by  UAW  Region  1A,  but  the 
Council  plans  to  expand  its  membership  base  to  include  other  employers  and  their  labor 
counterparts  in  the  five  county  region  it  represents. 

The  Council  promotes  learning  among  its  members  through  training  programs  which 
bring  together  labor  and  management  representatives  from  a  variety  of  worksites,  in  topics 
ranging  from  employee  involvement,  to  participative  and  total  quality  management,  health  and 
safety  and  train-the-trainer.  Council  meetings  and  task  groups  allow  participants  to  share  best 
practice  and  learn  from  each  others'  successes  and  challenges.  Members  have  been  linked  to 
community  resources,  including  area  colleges,  research  institutions,  consultants  and 
government  agencies,  which  have  provided  them  with  grants  and  services  at  reduced  cost.  The 
Council  has  also  provided  much  needed  assistance  to  firms  and  locals  initiating  participative 
workplace  change  and  redesign.  It  has  captured  members'  learnings  in  case  studies,  papers 
and  publications.  Council  activities  have  spurred  some  firms  and  locals  to  commit  significant 
resources  and  effort  to  undergoing  substantial  change. 
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Support  for  the  Council  reflects  the  belief  that  traditional,  autocratic  management  and 
traditional,  adversarial  labor-management  relations  doom  firms  and  unions  to  failure.  The 
Council  has  been  promoting  understanding  of  how  firms  must  build  highly  skilled  and 
committed  workforces  which  are  able  to  adopt  rapidly  changing  technologies,  increase  product 
customization,  shorten  product  life-cycles,  enhance  quality  and  productivity,  expand  markets, 
and  eliminate  waste.  Highly  responsive,  flexible  workplaces  are  needed  to  meet  today's 
challenges,  to  embrace  agile  manufacturing  practices,  and  to  engage  in  virtual  enterprise 
activities.  As  the  Natior  d  Compenuveness  Act  supports  development  and  deployment  of 
technologies,  the  Workers  Technology  Skills  Development  Act  is  crucial  for  ensuring  that 
those  technologies  are  used  to  their  maximum  benefit. 

The  introduction  of  new  technologies  places  a  multitude  of  demands  on  the  labor- 
management  relationship  within  individual  firms.  Workers  are  often  displaced,  need  training 
and  retraining,  and  have  their  jobs  redefined.  In  unionized  workplaces,  contract  provisions 
may  become  obsolete  or  inadequate  to  define  the  new  roles  and  responsibilities.  For  these 
reasons,  and  despite  the  best  of  intentions,  it  can  stress  labor-management  relations  in  ways 
that  hinder  successful  deployment  and  utilization.  If  workers  and  their  organizations  are 
provided  independent  opportunities  to  consider  the  ramifications  of  new  technologies,  and  to 
develop  outlooks  and  strategies  that  address  their  interests  and  concerns,  they  will  be 
empowered  to  increase  their  role  as  a  positive,  constructive  partner  with  management. 

Labor  and  management  within  firms  often  face  additional  challenges  in  undergoing  the 


changes  necessary  to  support  new  work  systems  and  technologies.  The  economic  crisis  in  our 
country  has  caused  employers  to  close  facilities,  demand  concessions,  and  shift  work  to  low- 
wage  communities.  These  conditions  make  labor-management  initiatives  that  foster 
productivity  and  competitiveness  more  important  at  the  same  time  they  make  it  more  difficult 
to  foster   "cooperative"  relations.  Furthermore,  the  psychological  difficulties  of  undertaking 
cultural  transformation  within  workplaces  can't  be  underemphasized.  If  we  are  going  to  be 
able,  as  a  nation,  to  achieve  world-wide  competitiveness  and  master  new  technologies  and 
forms  of  work  organization,  careful  thought  must  be  given  to  how  labor  and  management  can 
forge  flexible,  constructive  relations  and  undergo  significant  change. 
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Both  labor  and  management  must  develop  analyses  and  perspectives  that  allow  them 
to  act  as  strategic  allies,  despite  differing  interests,  to  create  high-performance  workplaces. 
Without  substantial  education  that  fosters  real  understanding  of  the  changes  being  undertaken 
and  their  long-term  implications,  resistance  is  inevitable.  Workplace  reorganization  that 
supports  technological  innovation  demands  substantial  long-term  commitment,  careful  policy 
development,  new  leadership  skills  and  values,  extensive  resources,  and  considerable  risk- 
taking.  Providing  support  for  research  and  policy  development,  training,  and  management- 
labor  arrangements  to  champion  these  changes  is  crucial  to  transitioning  into  a  better  future. 

The  Council's  exp^...         in  this  area  has  demonstrated  that  representatives  of  labor 
need  to  engage  in  self-education  that  will  empower  them  to  take  partnership  roles  for  change. 
The  Council's  work  has  been  complemented  by  parallel  efforts  from  UAW  Region  1A  to  do 
this.  It  has  sponsored  classes  in  which  hundreds  of  members  and  officers  have  developed  their 
understanding  of  the  strategic  needs  the  union  has  in  joint  workplace  change  efforts.  It  has 
also  developed  policy  which  articulates  the  union's  distinct  goals,  identifies  important 

guidelines,  and  promotes  support  for  innovative  change.  Linking  national  efforts  to  deploy 
technology  with  support  for  unions  and  other  institutions'  efforts  in  order  to  increase  their 
ability  to  be  pro-active  players  in  the  transformation  underway  strengthens  the  possibility  of 
durable,  long-term  success. 

Our  experience  has  also  made  it  apparent  that  there  is  a  significantly  increased  chance 
of  success  when  firms  and  unions  have  access  to  in-depth,  long-term,  on-site  assistance  that 
can  build  the  knowledge  and  skills  labor  and  management  need  to  undertake  new 
responsibilities  and  provide  participative  leadership.  S.  1020  provides  the  opportunity  for 
currently  available  research  and  knowledge  to  be  disseminated  more  deeply  into  communities 
throughout  the  country,  and  this  broadening  of  the  base  of  educators  and  facilitators  provides 
labor  and  management  with  the  assistance  they  need  in  redesigning  their  workplaces. 

The  Council  is  particularly  concerned  about  increased  access  to  education  and  support 
because  its  members  are  smaller  firms  and  locals.  S.1020  is  especially  important  to  these 
small  and  mid-sized  firms  and  locals  for  a  variety  of  reasons: 
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a.  They  often  lack  financial  resources  to  hire  consultants  and  trainers  to  assist  them. 

b.  Organizational  and  technical  change  in  smaller  shops  and  locals  often  feels  like 
"revolution  instead  of  evolution,"  and  the  launch  of  efforts  tends  to  be  a  very  volatile  period. 

c.  Staff  within  the  firms  and  locals  is  generally  limited  and  overextended. 

d.  With  the  staff's  heavy  schedules,  and  the  tendency  to  operate  in  crisis  mode,  staff 
people  frequently  don't  have  the  chance  to  participate  in  external  activities  that  provide  them 
with  the  bigger  picture  or  new  concepts  and  approaches. 

e.  While  new  technology  and  equipment  may  appear  to  provide  immediate  pay-offs, 
the  human  resource  innovations  that  maximize  their  utilization  take  longer  to  implement  and 

show  results.  They  require  otianges  in  personal  behavior  and  persistence  through  difficulties 
that  invariably  arise.  The  personal  demands  and  the  relatively  long  start-up  period  make  them 
more  difficult  to  carry  out  and  generally  require  external  assistance. 

Labor  and  management  need  to  find  innovative  ways  to  improve  their  relations  and 
their  workplaces.  Initiatives  such  as  the  Council,  which  would  be  eligible  for  funding  under 
S.1020,  can  provide  a  valuable  service  in  U.S.  economic  renewal.  Such  local  organizations 
can  act  as  low-cost,  effective  delivery  agents  of  needed  services  to  small  and  mid-sized  firms. 
In  addition,  they  could  link  groups  of  firms  and  locals  to  share  their  experiences,  track  their 
successes,  and  assist  each  other  in  problem-solving.  It  is  through  such  communication  and 
hands-on  contact  that  "best  practice"  guidelines  can  be  developed  and  disseminated. 

Local  expertise  and  organization  is  important  to  transforming  the  American  economy 
in  a  number  of  ways.  Representatives  at  firms  and  locals  now  often  find  themselves  lacking 
clear,  proven  routes  for  achieving  change  successfully.  They  respond  to  and  trust  flesh-and- 
blood  examples  of  successful  change  from  other  workplaces  like  themselves.  They  slowly 
come  to  trust  an  organization  that  builds  its  credibility  over  years  of  direct  contact  Focussed, 
targeted  assistance  to  a  small  number  of  firms  and  the  development  of  inter-firm  relations 
foster  greater  innovation,  and  strengthen,  support  and  sustain  change  efforts. 
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Union  and  labor  organizations,  given  the  opportunity  to  further  develop  their  own 
internal  expertise  and  policies,  will  more  readily  launch  into  workplace  change  efforts.  They 
will  be  better  able  to  take  a  pro-active  role  in  fostering  constructive  labor-management 
relations  that  secure  jobs  and  improve  the  quality  of  worklife.  They  will  be  able  to  play  a 
powerful  role  in  ensuring  that  the  National  Competitiveness  Act  succeeds  in  its  goals. 

TALES  OF  A  NEW  PENNSYLVANIA 

Commonwealth  of  Pennsylvania 

robert  p.  casey,  governor 

Department  op  Labor  and  Industry 
harris  wofford,  secretary 

Office  of  Labor-Management  Cooperation 
mark  rosenbaum,  director 
GREETINGS. 

All  across  the  Commonwealth,  we've  been  urging  labor  and 
management  to  put  their  heads  together  instead  of  knocking  them 
together.     We've  said  that  this  kind  of  cooperation  makes  good 
sense  --  both  for  the  corporate  bottom  line  and  for  the  quality  of 
worklife  for  employees.     We've  said  that  meaningful  workplace 
cooperation  can  improve  on-the-job  safety  while  reducing  workers' 
compensation  costs. 

And  I've  strongly  maintained  --  and  always  will  --  that  the 
best  resource  any  employer  can  have  is  the  know-how  and  dedication 
of  the  Pennsylvania  worker. 

"Tales  of  a  New  Pennsylvania"  shows  how  labor -management 
cooperation  is  having  a  direct  and  positive  impact  on  the 
day-to-day  operations  of  many  organizations.     Whether  at  a  book 
printing  plant,  in  a  school  or  at  a  construction  site, 
labor -management  cooperation  is  the  way  to  get  the  job  done  and 
get  it  done  right. 

We  hope  these  tales  will  encourage  even  more  organizations  to 
explore  and  practice  the  kind  of  workplace  relationship  that 
benefits  workers,  managers  and  all  Pennsylvanians . 


0^^ (PZ^^ju, 

Robert  P.  Casey  L 

Governor  V 


107 

OFFSET  PAPERBACK 
MFRS.,  INC. 

Offset  Paperback  Mfrs.,  Inc.  enjoys  a 
long  history  of  productive  labor-manage- 
ment cooperation  which  has  contributed  to 
its  place  as  the  third  largest  producer  of 
paperback  books  in  the  world.  The  company 
moved  into  its  current  facilities  in  Dallas,  PA 
in  1969  with  three  presses,  one  binder,  and 
110  employees.  Today,  five  hundred  and  fifty 
employees  produce  over  1,000,000  paper- 
back books  per  day  for  such  well-known 
publishers  as  the  Rerkley  Publishing  Gro"*\ 
Avon,  Harper  and  Row,  Crown  Publishing, 
Macmillan,  St.  Martins  Press,  Bantam 
Books,  Bridge  Publications,  and  Dell. 


The  level  of  labor-management 
cooperation  is  illustrated  by  the  fact  that 
there  have  been  8  contract  negotiations  with 
Local  137-C  of  the  Graphic  Communica- 
tions International  Union  since  1969 
without  a  single  work  stoppage.  Perhaps 
even  more  amazing  is  that  the  parties  have 
not  processed  one  grievance  to  arbitration. 

During  1986,  the  company  experienced 
intensified  competition,  which  resulted  in 
reduced  customer  volume,  product  mix 
changes  and  a  number  of  existing  custo- 
mers going  out  of  business.  Other  problems 
included  an  inability  to  break  into  the  trade 
market  and  cost  increases  which  could  not 
be  passed  on  to  customers.  Market  dif- 
ficulties culminated  in  the  loss  of  a  major 
customer  and  its  volume  of  30-35  million 
books  per  year  in  March  1987. 
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Top  management  responded  to  this  threat  by  initiating  a  number 
of  group  management  level  meetings  during  the  third  quarter  of  1986. 
These  meetings  resulted  in  the  formation  of  a  company-wide  austerity 
program.  Management  increases  which  were  scheduled  for  January 
1,  1987  were  suspended  along  with  a  number  of  management  level 
benefits. 

While  this  helped  to  improve  Offset  Paperback's  position,  the  com- 
pany was  still  hampered  due  to  the  January  1987  negotiated  wage 
increase  of  6%  after  an  increase  of  5%  in  the  previous  year.  These 
increases  were  coming  at  a  time  when  the  competition's  wage  in- 
creases were  running  in  the  3-3 lh%  range.  Both  union  and  manage- 
ment realized  the  seriousness  of  the  situation,  and  a  series  of  group 
employee  meetings  were  held  in  January  1987.  These  meetings 
resulted  in  wage  increase  concessions  in  which  the  6%  increase 
would  be  implemented  in  increments:  2%  on  January  1,  2%  on  July 
1,  and  2%  on  October  1.  By  instituting  the  wage  increase  in  this  man- 
ner the  impact  of  the  increase  on  the  company  was  at  a  3-3 xh%  level. 

To  solidify  the  recovery  and  its  market  competitiveness,  manage- 
ment and  the  union  negotiated  and  ratified  its  current  contract  on 
January  31,  1988.  The  contract  dealt  with  a  number  of  joint  concerns 
and  was  negotiated  on  a  progressive  "win-win"  basis. 

The  cooperative  relationship  that  management  and  the  union  en- 
joy at  Offset  Paperback  contributed  to  record-breaking  production 
months  in  June  (25,640,000  books)  and  August  (28,471,000  books). 
Because  of  this,  management  paid  a  1%  employee  bonus  on 
December  15,  1988  based  on  employee  total  earnings  as  of  December 
1,  1988. 

In  accepting  the  Governor's  Award  for  Labor-Management 
Cooperation,  Wayne  Taylor,  President  of  Offset  Paperback  Manufac- 
turers, Inc.,  summed  up  the  union-management  relationship:  "One 
of  the  philosophies  that  we've  tried  to  hammer  home  over  the  last 
three  years,  isn't  that  Offset  is  a  corporation  or  that  management  is 
the  ownership  -  Offset  Paperback  is  nothing  but  brick  and  mortar 
and  machines  sitting  out  there  in  the  back  mountain  area  -  the  peo- 
ple .  .  .  representing  the  Local  and  the  company  are  Offset  Paper- 
back. .  .  .  [Labor  and  management]  have  focused  in  on  the  issues, 
the  issue  of  security  -  security  means  that  the  company  must  be  pro- 
titable,  with  those  profits  we  can  buy  the  technology  to  continue  tc 
make  us  number  one  in  the  business.  .  .  .  There  are  two  directions 
we  can  go  --  you  can  either  go  down  or  you  can  go  up  --  we  only  have 
one  direction  we  are  going  to  go  and  that's  going  to  be  up." 
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PHILADELPHIA  AREA 
LABOR/MANAGEMENT  COMMITTEE 

BUILT-RITE  PROGRAM 

Built-Rite,  a  program  of  the  Philadelphia 
Area  Labor/Management  Committee 
(PALM),  is  a  cooperative  alliance  of 
Delaware  Valley  contractors,  building  trade 
unions  and  users  of  construction.  Since 
1982,  Built-Rite  has  helped  parties  create 
work  sites  committed  to  the  principles  and 
techniques  of  employee  involvement.  In  ad- 
dition, Built-Rite  has  created  a  regional  ef- 
fort to  improve  labor  relations  and  enhance 
industry  productivity  through  project 
agreements  and  better  communications. 

The  Built-Rite  process  was  first  used  at 
the  Sun  Company.  The  Built-Rite  Co- 
Chairman,  Patrick  Gillespie,  credits  James 
Plyler,  Sun  Vice-President  of  Manufacturing, 
with  pioneering  Built-Rite:  "Jim  was  the  first 
executive  of  a  major  construction  user  who 
was  willing  to  sit  down  and  talk  with  the 
building  trade  unions  about  respective  prob- 
lems." Previously,  the  relationship  between 
Sun  Company  and  the  building  trades  was 
so  adversarial  that  trade  unions  held  a  mass 
demonstration  at  Sun's  Philadelphia  head- 
quarters in  1982. 

Mr.  Plyler  encouraged  the  rest  of  Sun 
Company's  management  to  get  involved  and 
led  the  way  for  other  users.  The  great  rela- 
tionship between  management  and  the 
building  trades  gave  a  clear  picture  of  the 
benefits  of  open  lines  of  communication. 
'The  improved  communication  which  is  the 
foundation  of  the  Built-Rite  process  started 
with  Jim  Plyler,  Sun  Company  and  the 
Building  Trades  Council,"  says  James  Mar- 
tin, Executive  Director  of  Built-Rite.  The 
landmark  experience  at  Sun  led  to  tremen- 
dous development  for  Built-Rite. 
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The  Built-Rite  process,  through  courses  and  on-site  programs, 
promotes  the  establishment  of  a  common  set  of  priorities  by  the  user, 
contractor  and  union.  Some  of  the  high  priority  items  include  cost, 
schedule,  safety,  quality  craftsmanship,  manning  of  the  work,  tools 
and  equipment.  A  structured  design  to  provide  an  interactive  environ- 
ment for  employee  participation  is  established  through  a  Steering 
Committee,  a  Production  Committee  and  Tool  Box  Meetings. 

The  Steering  Committee  develops  an  agenda  for  the  job,  oversees 
the  work  and  resolves  conflicts  not  resolved  at  lower  levels.  This  com- 
mittee usually  consists  of  the  senior  representatives  of  the  owner, 
the  unions  and  the  contractors.  The  Production  Committee,  consisting 
of  the  managers  and  union  representatives  including  job  site  stewards, 
translates  the  agenda  c(  the  Steering  Comr~*tee  into  easily 
understood  goals  for  the  employees.  The  Production  Committee  is 
also  responsible  for  implementing  a  communications  structure  to 
facilitate  information  flow  and  is  the  job  site  problem-solving  team. 
The  Tool  Box  Meetings  are  methods  to  disseminate  important  work 
site  information  to  employees  on  the  job.  They  may  be  used  to  motivate 
workers  by  providing  an  opportunity  for  problem  identification  and 
solution  creation. 

Built-Rite  also  conducts  training  sessions  designed  by  its  Pro- 
ductivity Task  Force.  The  training  teaches  unions,  users  and  contractor 
supervisory  personnel  how  to  use  the  Built-Rite  communication  struc- 
ture to  improve  problem  solving  during  all  phases  of  construction. 
The  training  covers  three  main  areas:  an  introduction  to  Built-Rite, 
the  functions  of  Built-Rite  techniques  and  "How  To"  training  exer- 
cises. As  of  November  1989,  fifty  users,  contractors,  and  unions  had 
sent  at  least  one  person  through  the  Built-Rite  training. 


Ill 
THE  TOPPS  COMPANY,  INC. 

The  Topps  Company,  Inc.  was  in  crisis 
in  1976.  A  major  manufacturer  of  confec- 
tionery products  and  sports  cards,  the  Com- 
pany had  just  experienced  its  first  strike. 
After  seven  weeks  of  often  tense  negotia- 
tions, the  strike  was  settled.  Low  worker 
morale  and  poor  communications  were  the 
fundamental  problems.  Both  Ed  Dulworth, 
then-Vice  President  of  Manufacturing,  and 
Joe  Mecca,  Business  Agent  for  Teamsters 
Local  229,  saw  the  need  for  a  changed 
union-management  relationship.  After  a 
series  of  preliminary  discussions,  a  joint 
labor-management  committee  was  formed 
in  1978. 

The  initial  meeting  of  the  committee 
bore  the  remnants  of  the  recent  strike,  as 
the  Union  took  a  wait-and-see  posture  and 
said  very  little.  By  the  second  and  third 
meetings,  however,  the  Union  opened  up 
and  expressed  a  wide  range  of  concerns 
and  complaints.  Importantly,  management 
did  not  respond  in  a  defensive  manner  to 
the  Union's  criticisms,  but  acknowledged 
mistakes  that  had  been  made  and  offered  to 
work  with  the  Union  toward  improvements. 
This  response  convinced  the  Union  that 
management  was  serious  about  cooperation 
and  really  valued  employee  input. 

An  initial  realization  of  the  committee 
was  that  poor  communication  was  a  fun- 
damental problem  that  needed  to  be  ad- 
dressed. Information  was  not  discussed 
openly  and  shared  with  employees,  and 
there  was  no  mechanism  for  feedback.  As 
the  committee  developed,  it  became  in- 
creasingly clear  that  a  number  of  other 
problems  were  actually  symptoms  of  this 
larger  problem.  As  communication  improv- 
ed, many  perceived  problems  disappeared. 
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Grievances  were  another  problem  that  the  committee  address- 
ed. Before  the  labor-management  committee  was  formed  at  TOPPS, 
95%  of  all  grievances  went  to  the  last  step  of  the  procedure.  Super- 
visors had  simply  not  been  trained  to  handle  grievances  effectively. 
A  local  mediation  service  was  called  in  to  train  supervisors  and  others 
involved  in  the  grievance  procedure.  Today,  most  grievances  are 
resolved  early  in  the  process,  many  on  the  shop  floor  itself. 

The  cafeteria  had  traditionally  been  a  source  of  aggravation  and 
complaints.  Through  the  joint  committee,  an  Employee  Food  Service 
Committee  was  formed  to  manage  the  cafeteria.  The  Group  has  subse- 
quently changed  vendors  three  times.  Employees  say  the  food  is  better 
and  the  machines  are  more  responsive.  More  importantly,  the 
employees  now  have  the  opportunity  to  affect  an  a^a  that  had  caus- 
ed great  dissatisfaction. 

Today,  the  joint  committee  consists  of  17  union  representatives 
and  11  management  representatives,  and  meets  every  three  months. 
Management  and  Union  alternate  chairing  these  meetings.  In  addi- 
tion, numerous  problem-solving  subcommittees  have  been  formed, 
and  employees  are  encouraged  to  attend  and  participate  in  these. 
To  keep  the  flow  of  information  moving,  all  employees  are  updated 
on  the  activities  of  the  committee.  In  short,  the  entire  organization 
is  committed  to  and  involved  in  this  labor-management  effort. 

The  rewards  for  this  commitment  are  readily  seen.  Productivity 
and  profits  are  both  increased,  and  morale  is  higher.  Over  the  last 
four  to  five  years,  improvements  on  controllable  costs  have  risen  and 
contract  negotiations  were  accomplished  in  1979,  1982,  1985  and 
1988,  with  no  strikes.  The  most  recent  negotiations  were  concluded 
in  April,  nearly  eight  months  ahead  of  schedule,  and  featured  the 
first  profit-sharing  plan  in  TOPPS  history. 
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SCRANTON/LACKAWANNA 

LABOR-MANAGEMENT 

COMMITTEE 

The  Scranton/Lackawanna  Labor- 
Management  Committee  holds  the  distinc- 
tion of  being  the  first  area  labor- 
management  committee  to  receive  the 
Governor's  Labor-Management  Cooperation 
Award.  Since  its  formation  in  1978,  the  com- 
mittee has  been  instrumental  in  the 
economic  turnaround  that  has  occurred  in 
Lackawanna  County. 

The  mid-1970's  were  a  difficult  time  for 
many  people  in  Lackawanna  County.  The 
mining  industry,  which  was  central  to  the 
economic  base  of  the  region,  had  hit  a  ma- 
jor slump.  Unemployment  was  running  in 
the  double  digit  range.  The  county  had  also 
gained  a  reputation  as  a  difficult  labor  area, 
with  numerous  strikes  occurring  annually. 
These  factors  led  some  companies  to 
redline  Lackawanna  County,  further  in- 
hibiting an  economic  recovery. 

In  its  twelve  year  history,  the  commit- 
tee has  made  a  positive  contribution  to  the 
region  by  promoting  labor-management 
cooperation  in  a  variety  of  settings.  Among 
their  most  notable  accomplishments: 

—  At  McKinney  Manufacturing,  where 
competition  from  both  the  Sun  Belt  and 
abroad  threatened  the  loss  of  all  jobs,  the 
Scranton/Lackawanna  Labor-Management 
Committee  helped  to  form  an  on-site  com- 
mittee. Comprised  of  executives,  super- 
visors and  union  leaders,  this  committee 
worked  together  to  improve  production 
methods  as  well  as  improving  the  relation- 
ship between  labor  and  management.  To- 
day, new  jobs  have  been  added,  a  new  pro- 
duction line  was  developed  and  the  parties 
enjoy  a  more  open,  respectful  relationship. 
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—  At  the  Scranton  State  School  for  the  Deaf,  the  Scran- 
ton/Lackawanna  Labor-Management  Committee  helped  to  organize 
a  series  of  monthly  meetings  between  teachers  and  the  administra- 
tion to  address  the  problem  of  teacher  frustration  and  burnout. 
Although  the  facility  had  a  relatively  good  labor-management  rela- 
tionship, teachers  there  felt  that  they  had  little  input  into  the  day-to- 
day activities  of  the  school.  Through  these  monthly  meetings,  teachers 
are  now  able  to  share  concerns  about  the  school  and  about  their 
students,  and  the  administration  makes  better  decisions  to  solve  pro- 
blems because  of  the  input  of  the  teaching  staff. 

Under  the  leadership  of  Executive  Director  Dan  O'Rourke,  the 
Committee  has  helped  to  form  a  number  of  other  committees  in  such 
organizations  as  TOPPS  Chewing  Gum,  and  the  Tobyhanna  Army 
Depot.  One  indication  that  the  Committee  has  made  a  positive  con- 
tribution to  labor-management  cooperation  is  that  TOPPS  has  also 
received  the  Governor's  Award  for  Labor-Management  Cooperation. 
In  addition,  Lackawanna  County  has  enjoyed  a  rebirth,  as  new  in- 
dustries have  moved  in  and  the  unemployment  rate  has  fallen 
dramatically. 


WORKING  TOGETHER  ...  WORKS  BETTER 
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LORD  CORPORATION  and 
INTERNATIONAL 
ASSOCIATION  OF 
MACHINISTS  (1211  &  1968) 

The  Lord  Corporation  is  a  technological 
leader  in  the  field  of  rubber  bonded  to 
metal,  plastic  and  other  materials.  The  com- 
pany's Aerospace  Division,  headquartered 
in  Erie,  manufactures  a  variety  of  products 
that  accommodate  motion  and  vibration. 
The  Erie  plant  employs  900  people,  450  of 
whom  are  represented  by  two  divisions  of 
the  International  Association  of  Machinists, 
Locals  1211  and  1968. 

Lord  Corporation  has  an  active  Labor- 
Management  Committee  that  meets  on  a 
regular  basis  to  discuss  a  variety  of  issues. 
The  committee  exists  to  establish  mutual 
trust,  promote  a  team  concept,  facilitate  pro- 
duct quality  and  problem  solving  and  pro- 
vide a  forum  for  goal  discussion. 

A  joint  labor-management  approach  to 
reducing  health  care  costs  saved  Lord  a  half 
million  dollars  in  1987.  These  savings  were 
shared  by  salaried  and  union  employees. 

The  climate  created  by  good  labor- 
management  cooperation  has  fostered  a 
growing  Employee  Involvement  (EI)  Pro- 
gram. The  program  began  in  1983  and  has 
been  an  extensive,  well-planned  process.  EI 
groups  are  now  active  in  all  major  areas  of 
the  plant.  Each  EI  group  is  trained  in  a 
variety  of  quality  improvement  and  problem- 
solving  methods. 

Five  objectives  form  the  backbone  of 
the  EI  process  at  Lord  Corporation.  The  first 
is  to  produce  sustained  quality/productivi- 
ty improvements.  Second  is  to  instill  in  all 
employees  a  sense  of  ownership  throughout 
the  facility.  Employees  are  encouraged  to 
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feel  responsible  for  their  plant,  their  jobs  and  to  the  area  in  which 
they  work.  Third,  management  should  be  able  to  establish  higher 
performance  expectations  for  employees.  These  expectations  include 
not  only  output  adjustments  but  also  tapping  the  employee's  creative 
and  mental  abilities.  The  fourth  objective  is  improved  job  satisfac- 
tion. Lord's  fifth  objective  is  to  provide  employees  with  an  increased 
awareness  of  the  industry,  competition  and  performance. 

Lord  has  significantly  improved  operations  through  EI.  The  Press 
Room  Manufacturing  Group  reduced  lead  times  on  two  products,  one 
from  15  to  6  working  days  and  the  other  from  14  to  12.  Re  vork  costs 
were  reduced  by  two-thirds.  Inspection  procedures  were  greatly  im- 
proved. Even  the  nonmanufacturing  groups  showed  some  improve- 
ment. The  payroll  clerks  save  2xh  hours  per  week  by  streamlining 
procedures.  The  most  notable  success  of  EI  to  date  has  been  the 
decrease  in  customer  rejection  rates  for  a  critical  defense  industry 
product  from  40%  to  0%.  The  0%  rejection  rate  so  impressed  General 
Electric  that  it  nominated  Lord  for  G.E.'s  "Vendor  of  the  Year"  award. 

Lord  has  worked  very  hard  to  realize  their  objectives  through  EI. 
A  major  advantage  was  the  willingness  of  labor  and  management 
to  communicate  and  work  together  for  the  common  good  of  the  com- 
pany. Through  their  cooperation  the  company  has  been  able  to  pro- 
duce improved  products  using  processes  and  systems  designed  by 
the  EI  groups.  For  their  efforts,  Lord  and  Locals  1211  and  1968  receiv- 
ed the  Governor's  Award  for  Labor-Management  Cooperation. 


117 

NORTHWEST  PENNSYLVANIA 
AREA  LABOR-MANAGEMENT 
COMMITTEE 

The  Northwest  PA  Area  Labor-Manage- 
ment Committee  is  one  of  only  two  area 
labor-management  committees  to  have 
received  the  Governor's  Award  for  Labor- 
Management  Cooperation.  In  its  six  year 
history,  this  committee  has  made  significant 
progress  in  transforming  the  widely-held  im- 
age of  labor  in  the  Erie  area  from  confron- 
tation to  cooperation. 

Under  the  leadership  of  Executive 
Director  Corrine  Halperin,  the  Northwest  PA 
Area  Labor-Management  Committee  joins 
leaders  from  management  and  unions,  as 
well  as  from  civic  and  community  groups 
and  local  colleges  and  universities  to  pro- 
mote labor-management  cooperation  in  a 
variety  of  ways.  The  committee  aids  in  the 
establishment  of  on-site  labor-management 
committees,  as  well  as  assisting  already  ex- 
isting employee  involvement  groups  in  a 
number  of  companies.  The  committee  also 
provides  job  search  training  for  dislocated 
workers  in  the  event  of  a  plant  closing.  One 
such  training  program  assisted  250  workers 
of  a  General  Electric  plant  in  Erie  that  was 
about  to  close  -  the  first  such  job  search 
training  program  for  blue-collar  workers 
ever  at  G.E. 

Another  example  of  the  effectiveness  of 
the  Northwest  Pennsylvania  Area  Labor- 
Management  Committee  is  at  the  Lord  Cor- 
poration, Aerospace  Products  Division  facili- 
ty in  Erie.  Here  the  Committee  worked  with 
Lord  Corporation  management  and 
representatives  from  Locals  1211  and  1968 
of  the  International  Association  of 
Machinists  to  develop  an  Employee  Involve- 
ment process.  Initiated  in  1984,  this  process 
has  improved  the  operations  of  the  facility 
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as  well  as  increasing  the  the  level  of  communication  between  manage- 
ment and  the  employees.  Evidence  of  the  success  of  this  process  can 
be  seen  through  the  Lord  Corporation's  receipt  of  the  Governor's 
Award  for  Labor-Management  Cooperation. 

The  Committee  has  also  been  working  cooperatively  for  the  past 
several  months  with  the  Erie  Committee  on  Health  Care  Cost  Con- 
tainment. This  cooperative  effort  has  led  to  the  formation  of  a  labor- 
management  subcommittee  which  will  develop  community-wide 
guidelines  for  the  containment  of  the  costs  of  health  care  services. 

Among  the  programs  planned  by  the  committee  is  a  traveling 
display  highlighting  the  role  of  labor  in  the  development  of  the  in- 
dustrial base,  work  ethic  and  society  in  northwestern  Pennsylvania. 
The  display  will  include  a  photographic  exhibit,  a  slide  and  tape 
presentation  to  be  used  by  area  schools,  essays  interpreting  the  role 
of  labor  in  the  development  of  society  in  northwestern  Pennsylvania, 
and  a  compiled  written  history  of  labor  unions  in  northwestern  Penn- 
sylvania. The  exhibits  will  be  displayed  in  a  variety  of  locations 
throughout  the  county  as  a  way  to  encourage  increased  cooperation 
between  labor  and  management. 

The  Northwestern  Pennsylvania  Area  Labor-Management  Com- 
mittee has  made  significant  strides  in  promoting  a  more  cooperative 
relationship  between  labor  and  management  in  Erie  County.  Its  im- 
pact has  been  felt  in  the  worklives  of  the  people  at  the  Lord  Cor- 
poration, by  those  former  workers  at  G.E.  who  were  able  to  find  jobs 
through  the  help  of  the  Committee,  and  throughout  the  region,  as 
the  image  of  the  labor-management  relationship  in  Erie  County 
becomes  more  positive. 
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CORNING/ASAHI  VIDEO 
PRODUCTS  COMPANY 

The  1988  merger  of  Corning  Glass  and 
Asahi  Video  Products,  in  State  College, 
Pennsylvania,  formed  the  largest,  world- 
wide glass  television  picture  tube  producer. 
They  produce  over  four  million  pounds  of 
picture  tubes  per  year.  At  Corning/Asahi, 
labor-management  cooperation  is  not  just 
another  human  resources  program;  it  is  a 
way  to  approach  human  dignity.  Employees 
are  treated  as  a  most  valuable  asset,  not  an 
additional  variable  cost.  Their  Total  Quali- 
ty Process,  which  emphasizes  quality  pro- 
duction and  decision  making  at  the  source 
of  conflict,  has  helped  implement  a  great 
turn  around  and  saved  this  facility  from 
closure. 

In  1982  Corning  Glass  Works,  sent  top 
executives  to  the  Crosby  School  of  Quality 
in  Florida.  Corning  was  convinced  that 
following   the   principles   of  the   Crosby 
School  would  help  them  become  a  more 
profitable    organization.    The    company 
developed  a  two  and  one  half  day  training 
plan  to  instruct  all  employees  on  the  prin- 
ciples of  the  Crosby  School.  The  first  prin- 
ciple is  that  a  company  must  meet  the  re- 
quirements of  its  customers.  Second  is  to 
promote  error  free  work  —  never  repeat  the 
same  mistake  or  allow  a  problem  to  occur 
twice.  Third  is  to  continuously  measure  the 
cost  of  quality.  How  much  do  waste,  repair, 
quality    review    and    other    assurance 
measures  cost?  How  can  the  cost  be  reduc- 
ed? Fourth  is  the  principle  of  prevention. 
A  company  should  anticipate  problems  and 
create  solutions  before  problems  occur. 

The  Union  became  actively  involved  in 
the  training  program,  Crosby  School  prin- 
ciples, and  the  benefits  which  could  be 
realized.  Some  members  became  instruc- 
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tors  for  the  training.  By  1983  the  State  College  facility,  management 
and  Plate  Glass  Workers  Local  1027  of  the  AFL-CIO,  had  its  Total 
Quality  Process  in  place. 

In  addition  to  following  the  Crosby  principles,  Corning/Asahi  has 
established  two  types  of  teams  to  manage  the  commitment  to  quali- 
ty. The  Redesign  teams  concentrate  on  product  improvement.  The 
other  is  the  Management  Design  team  which  defines  management 
responsibility,  especially  supervisory,  under  the  new  system.  The  new 
system  has  enabled  Corning/Asahi  to  increase  the  management  to 
operator  ratio  from  1:15  to  1:60-80.  In  addition,  in  1988  Corn- 
ing/Asahi increased  the  operator  and  clerical  work  force  by  150 
employees.  The  new  system  also  includes  such  processes  as  allow- 
ing individual  operators  to  determine  whether  or  not  a  product  is 
defective,  hiring  additional  operators  so  that  shifts  are  able  to  cover 
for  people  attending  quality/redesign  meetings  or  literacy  training 
and  a  recognition  program. 

Accepting  the  Governor's  Award  for  Labor-Management  Coopera- 
tion, Walt  Jordan  of  the  Plate  Glass  Workers  and  Don  Tanner  from 
Corning/Asahi  indicated  that  they  feel  sorry  for  companies  that  can- 
not communicate.  No  one  loses  by  opening  communications.  Instead, 
all  are  further  empowered,  and  the  results  show  in  the  company's 
performance. 
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Prepared  Statement  of  the  Office  of  Technology  Assessment,  by  John  A.  Alic 

This  statement  has  been  prepared  at  the  request  of  Senators  Kennedy  and 
Wofford  for  the  record  of  the  Labor  and  Human  Resources  Committee's  hearing  of 
July  1,  1993  on  Making  the  Future  Work:  Technology,  Workers,  and  the 
Workplace.   The  statement  draws  on  the  OTA  report  U.S. -Mexico  Trade:  Pulling 
Together  or  Pulling  Apart?,  released  last  fall,  as  well  as  an  earlier  study, 
Worker  Training:  Competing  In  the  New  International  Economy,  completed  in 
1990.   The  Labor  and  Human  Resources  Committee  was  a  principal  requestor  of 
both  assessments. 

OTA's  report  on  Worker  Training  examined  skill  profiles  and  demographic 
shifts  in  the  U.S.  labor  force,  the  organization  and  management  of  production 
of  both  goods  and  services,  and  current  and  prospective  workplace 
technologies.   The  findings  of  the  assessment  included  the  following: 

1)  The  U.S.  workforce  needs  more  and  better  training  to  remedy  three 
kinds  of  skills  deficits  --  in  basic  skills  (reading,  writing,  simple 
arithmetic),  in  job-  and  task-specific  technical  skills  (e.g., 
operating  a  particular  piece  of  equipment),  and  in  interpersonal, 
social,  and  problem-solving  skills  (e.g.,  working  effectively  in 
groups).   Of  these  skill  categories,  the  last  is  the  most  important 
because  social  and  problem-solving  skills,  largely  intangible,  are 
essential  for  the  successful  implementation  of  new  forms  of  work 
organization. 

2)  Work  reorganization,  in  turn,  is  essential  for  successful  competition 
in  global  markets.   Reorganized  and  restructured  production  systems 
depend  on  a  wide  range  of  "soft"  or  organizational  technologies  -- 
including  kaizen    (continuous  improvement)  programs  and  other  forms  of 
employee  involvement,  statistical  process  control,  and  just- in- time 
production.   These  technologies  require  that  workers  take  on  more 
responsibility  --  for  costs  and  productivity,  for  quality,  and  for 
flexibility  (e.g.,  rapid  response  to  customer  inquiries).   Companies 
■ust  do  a  better  job  of  tapping  the  skills  and  abilities  of  their 
workers,  so  that  blue-collar  innovation  can  complement  the  white- 
collar  innovation  emerging  from  R&D  and  product  development  groups. 


U.S.  Mexico  Trade  added  a  further  point: 

3)  If  workers  are  to  take  on  greater  responsibility,  they  must  be 

granted  a  greater  degree  of  power  in  the  workplace.   Genuine  --  not 
cosmetic  --  empowerment,  including  effective  channels  for  worker 
voice  and  management  commitment  to  greater  autonomy  for  front-line 
workers,  implies  substantial  alteration  in  traditional  patterns  of 
U.S.  labor  relations.   Institutional  changes  are  needed  to  foster 
labor-management  cooperation  so  that  workers  will  be  integrated  into 
factory  production  systems,  rather  than  viewed  as  adjuncts  to  the 
technical  system. 
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Table  1  summarizes  the  domestically-oriented  policy  options  from  U. S . - 
Mexico  Trade.   Chapter  2  of  that  report  Included  detailed  analysis  of  these 
options . 

Table  1 

SUMMARY  LIST  OF  POLICY  OPTIONS 
FOR  ENCOURAGING  HIGH-WAGE,  HIGH-SKILL  STRATEGIES  IN  THE  UNITED  STATES 


A.  Promoting  a  Productive  Economy  (policies  that  would  help  provide  U.S. 
firms  and  workers  with  the  skills  and  technological  know-how  to  compete  on 
a  basis  of  quality,  productivity,  and  flexibility  rather  than  on  wages) 

1.  Approve  a  modified  version  of  the  High  Skills,  Competitive  Workforce 
Act. 

la.   Encourage  certification  of  occupational  skills. 

lb.   Implement  a  training  levy. 

lc.   Foster  creation  of  State  and  local  employment  and  training 
boards . 

2.  Enhance  EDWAA  (the  Economic  Dislocation  and  Worker  Adjustment 
Assistance  program)  and  UI  (unemployment  Insurance)  --  establish  a 
comprehensive  worker  adjustment  system. 

3.  Expand  Trade  Adjustment  Assistance. 

U.      Certify  basic  skills  of  new  labor  force  entrants. 

5.  Promote  business  modernization  among  small  and  medium-sized 
manufacturers  and  service  firms. 

5a.   Support  a  nationwide  network  of  business  modernization 
centers . 

5b.   Encourage  formation  of  multi-employer,  horizontal  industrial 
networks . 

6.  Create  a  Regional  and  Community  Adjustment  Corporation,  focusing  on 
direct  public  job  creation. 

B.  Curtailing  Low- Productivity  Strategies   (options  Intended  to 
discourage  low-wage  strategies  that  can  be  replicated  easily  in  developing 
countries) 

1.   Establish  national  commitment  to  social  welfare  through  a  U.S. 
Social  Charter. 

2.  Discourage  low-wage  strategies  and  reduce  income  inequality  through 
wage  and  tax  policies. 

2a.   Raise  the  minimum  wage. 

2b.   Promote  sectoral  wage  setting. 

2c.   Enhance  employee  commitment  by  narrowing  the  gap  between 
earnings  of  top  executives  and  hourly  workers. 

3.  Discourage  State  and  local  economic  development  based  on  "bidding 
wars"  to  recruit  new  Industry. 

3a.   Reduce  Federal  funds  for  economic  development  In  proportion  to 
Industrial  recruitment  Incentives. 
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3b.   Tax  businesses  on  the  value  of  State  and  local  incentives. 

C.   Participation  in  a  Productive  Economy   (policies  that  would  foster  the 
worker  participation  and  worker  commitment  necessary  for  effective 
implementation  of  new  technologies  and  new  forms  of  work  organization) 

1.  Create  a  private-sector  Labor  Market  Productivity  Center  to  foster 
consensus -building  and  expand  institutional  support  for  work 
reorganization . 

2.  Establish  Employee  Participation  Committees  to  provide  worker 
"voice"  in  nonunion  as  well  as  unionized  companies. 

3.  Extend  union  representation  to  more  workers  and  industry  sectors. 
3a.   Make  discharge  for  union  activity  subject  to  damage  awards. 
3b.   Provide  for  "instant"  certification  elections. 

3c.   Permit  supervisors  to  form  their  own  independent  unions. 

3d.   Foster  "network  unions"  of  workers  in  vertically  linked  firms. 

4.  Foster  institutions  for  worker  voice  in  small  firms  and  the  service 
sector . 


Source:  U.S. -Mexico  Trade:  Pulling  Toeether  or  Pulling  Apart?  (Washington,  DC: 
Office  of  Technology  Assessment,  October  1992),  Chapter  2. 

Worker  Training  focused  on  competition  between  the  United  States  and 

other  advanced  industrial  economies,  especially  Japan  and  Germany.   But  why 

did  OTA  place  so  much  emphasis  on  organizational  change  and  labor -management 

relations  in  a  report  nominally  concerned  with  the  impacts  of  the  proposed  - 

North  American  Free  Trade  Agreement  (NAFTA)?   Because  a  major  concern  of  the 

assessment  was  this  question:  How  can  U.S.  manufacturing  compete  in  the 

future,  not  only  with  countries  like  Japan  and  Germany,  but  with  production  in 

low-wage  economies  (of  which  Mexico  is  one  of  many)?   OTA's  answer  to  this 

question,  in  brief,  is  that  a  high-wage,  high-skill  strategy  for  the  United 

States  requires  substantial  institutional  change.   Piecemeal  implementation  of 

only  some  of  the  elements  found  in  advanced  production  systems  (e.g.,  those 

that  seem  less  threatening)  is  unlikely  to  succeed.   These  findings  led  to  the 

structured  set  of  policy  options  in  Table  1,  dealing  with  the  three  related 

parts  of  the  problem  --  incentives  for  productivity  improvement,  disincentives 

for  low-wage  strategies,  and  meaningful  participation  by  front-line  workers. 

Progress  in  improving  productivity  and  competitiveness  and  in  creating  good 

new  jobs  will  require  progress  on  all  three  fronts. 

The  rest  of  this  statement  expands  on  the  reasoning  behind  the  findings 
and  policy  options  summarized  above. 


124 

The  Need  for  Change 

The  logic  underlying  OTA's  analysis  can  be  reduced  to  the  following: 

1)  U.S.  workers  and  employers  face  competition  both  in  export  markets 
and  at  home  from  production  in  low-wage  countries  as  well  other 
advanced  industrial  economies.   There  are  many  developing  countries 

with  large  supplies  of  willing  and  oftentimes  quite  able  labor. 
Wages  and  benefits  in  Mexico  currently  average  about  one-seventh  of 
U.S.  levels;  wages  in  Guatemala,  which  has  attracted  substantial 
apparel  production,  are  one-quarter  of  those  in  Mexico. 

2)  While  educational  levels  in  most  low-wage  economies  are  modest,  there 
are  enough  skilled  and  competent  workers  in  countries  like  Mexico  to 
run  a  substantial  number  of  world-class  factories  --  e.g.,  for 
automobile  production.   The  experience  of  multinational  fir-   in  such 
countries  demonstrates  that  quite  sophisticated  operations  can  be 
implemented  with  levels  of  efficiency  and  quality  that  compare 
favorably  with  U.S.  factories. 

3)  As  a  result,  multinationals  have  begun  to  view  production  in  iow-wa&e 
countries  as  potentially  competitive  with  production  in  the  United 
States  or  other  advanced  industrial  economies,  rather  than  simply  as 
candidates  for  highly  labor-intensive  operations  (such  as  sewing 
garments  or  assembling  electronic  products) . 

There  are  only  two  ways  in  which  U.S.  production  can  compete  with  the 

advanced  factories  operated  by  multinational  firms  In  low-wage  countries  -- 

through  reduction  of  wages  and  benefits  in  the  United  States  or  through 

improvements  in  productive  efficiency,  quality,  and  flexibility  at  rates 

adequate  to  maintain  ongoing  advantages.   The  second  choice  --  the  high-wage, 

high- skill  path  --  is  not  only  the  means  for  ending  wage  stagnation  that  has 

seen  pay  for  almost  all  categories  of  U.S.  workers  (even  college  graduates) 

decline  since  the  late  1970s,  but  also  for  avoiding  the  social  strains  that 

accompany  the  low-wage  path.   A  future  of  dead-end  jobs  --  or  no  jobs  --  for 

the  less  educated  workers  in  the  lower  half  of  the  Nation's  income 

distribution  threatens  a  future  of  social  unrest.   That,  Indeed,  is  the 

significance  of  the  subtitle  of  OTA's  NAFTA  report.   Pulling  Together  or 

Pulling  Apart?  refers  to  the  need  for  labor,  management,  and  society  as  a 

whole  to  pull  together,  else  the  strains  created  by  globalization  could  pull 

Che  country  apart . 

Two  Paths 

Table  2  expands  on  the  alternatives  facing  the  United  States.   If  the 
country  takes  the  low-wage  path,  U.S.  firms  would  use  computer-based 
technologies  in  conjunction  with  narrow  forms  of  work  reorganization  while 
remaining  committed  to  traditional  forms  of  "scientific  management"  --in  the 
extreme,  treating  workers  as  ciphers  --  and  the  routinized  production  of  e 
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Halted  variety  of  standardized  goods.   Most  employees  at  the  bottom  of 
organizational  pyramids  would  have  jobs  requiring  only  limited  skills.   Pay 
scales  would  be  commensurate ly  low.   Firms  would  rely  on  contingent  workers 
for  flexibility  --  part-time,  temporary,  and  contract  employees  who  are  not 
eligible  for  benefits  and  can  be  let  go  easily  during  business  downturns. 
There  would  be  little  room  for  self -directed  work  groups,  job  broadening, 
specialized  training,  flattened  managerial  hierarchies,  total  quality 
management,  and  other  features  of  high-performance  work  systems. 


Table  2 
ALTERNATIVE  DEVELOPMENT  PATHS  FOR  THE  U.S.  ECONOMY 


LOW  WAGE,  LOW  PRODUCTIVITY 
GROWTH 


HIGH  WAGE.  HIGH  PRODUCTIVITY 
GROWTH 


Overall  Strategy 


o  Low  cost  through  scale  economies , 
long  production  runs,  use  of 
contingent  workers,  outsourcing 
to  low-wage  subcontractors,  and 
relocation  to  low  wage  areas. 


o  Sale  of  limited  variety  of 

standardized  goods  and  services 
based  on  price;  product  cycles 
remain  fairly  long. 


o  Low  cost  through  economies  of 
scope,  use  of  skilled  workers  in 
combination  with  flexible 
technologies,  and  cooperation 
among  geographically  concentrated 
firms  in  vertical  and  horizontal 
production  networks. 

o  Sale  of  specialized  goods  and 
services  with  short  life  cycles 
and  attributes  tailored  to 
customer  needs  and  tastes. 


Organizational  Structure 


o  Decentralized,  but  control  over 
profit  centers  maintained 
centrally. 


o  Greater  decentralization  of 
authority. 


o  Symbolism  of  the  company  or  plant    o  Flatter  hierarchies,  authority 
as  a  team;  hierarchy  and  top-down      pushed  down  in  the  organization, 
control  in  practice. 


Work  Organization  and  Labor  Relations 

o  Independent  worker  representation    o  Independent  worker  representation 
(unions,  employee  participation       at  most  workplaces. 

committee!)  weak  or  non-existent.      C 
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o  Formal  internal  flexibility  due 
to  lack  of  work  rules,  unions; 
restricted  flexibility  in 
practice . 

o  External  flexibility  through 
hiring/firing  of  less  senior  and 
contingent  workers. 


o  Flexibility  arrangements 

negotiated  with  workers  and  their 
representatives  on  the  job. 


Segmentation  of  workers  into 
secure  and  contingent  groups 
United  through  internal 
flexibility  and  multi-employer 
labor  market  intermediaries. 


o  Some  commitment  to  company  goals 
among  core  workers  with 
employment  security. 

o  Adversarial,  autocratic  relations 
predominate . 


o  Worker  commitment  generally  high. 


o  Greater  responsibility  for 

workers  accompanied  by  meaningful 
empowerment. 


Human  Resource  Development  and  Job  Ladders 


o  Minimal  training  for  low  level 
workers,  except  informally  on  the 
job,  with  short  training  sessions 
for  team  leaders  and  trusted 
workers. 

o  Specialized  training  for  grey- 
collar  craft  and  technical 
workers . 


Little  advancement  for  most 
workers;  some  opportunities  for 
team  leaders;  most  technical 
positions  filled  based  on  outside 
credentials. 


Significant  development  of  most 
employees  through  structured  on- 
the-job  learning,  classroom 
training. 


o  Lower- level  employees  can  take 
learning  sabbaticals  to  acquire 
new  knowledge,  qualify  for 
promotion  or  switch  in 
occupation. 

o  Increased  pay  and  some  upward 
mobility  through  combination  of 
experience  and  mastery  of 
additional  skills. 


Wage  Setting 


Wages  and  benefits  for  entry 
level  employees,  technical 
workers,  and  upper  managers  set 
by  the  market . 


o  Wages  and  benefits  for  small  pool 
of  contingent,  secondary  workers 
set  by  the  market. 


o  Other  wages/benefits  set  at  plant 
or  company  level  by  employer. 


o  Small  "efficiency  wage"  premla 
for  core  workers  in  large  firms; 
some  discretionary  profit-sharing 
and  merit-based  pay. 


o  Host  wages/benefits  set  within 
broad  ranges  by  minimum  wage, 
multi-employer  or  local 
occupation-specific  agreements. 

o  Some  flexibility  in  wages  based 
on  negotiated  and  verifiable 
criteria  --  e.g.,  gain  sharing, 
acquisition  of  skills. 


127 


Industrial  and  Labor  Market  Policy 


o  Laissez-faire   approach  to 

industrial  development  punctuated 
by  ad  hoc,    politically-motivated 
trade  protection  and  subsidies. 

o  Passive  labor  market  adjustment 
policies  (primarily  unemployment 
insurance) . 

o  Development  of  training 
infrastructure  left  to  the 
private  sector. 

o  No  change  in  U.S.  laws  governing 
union  formation,  collective 

representation . 

* 


o  Federal  and  regional  agencies 
seed  cooperation  among  linked 
firms  in  industrial  networks  and 
districts. 

o  Active  policies  (i.e.,  training, 
job  matching)  to  enhance  labor 
market  flexibility. 

o  Government  catalyzes  private 
sector  cooperation  on  training, 
job  matching. 

o  Labor  law  reforms  support 
creation  of  worker  voice 
institutions  in  small  as  well  as 
large  firms,  and  in  the  service 
sector. 


Source:   U.S. -Mexico  Trade:  Pulling  Together  or  Pulling  Apart?  (Washington, 
DC:  Office  of  Technology  Assessment,  October  1992),  pp.  19-20. 


Under  the  high-productivity  alternative,  U.S.  firms  would  employ 
computer-based  technologies,  skilled  workers,  and  reorganized  workplaces  to 
produce  varied,  high  quality  and  shorter  life-cycle  goods  and  services. 


Employers  would  foster  the  innovative  capacity  and  flexibility  necessary  to 
compete  In  this  way  by  training  workers,  giving  them  greater  responsibility, 
and  --  the  necessary  correlate  --  greater  power  and  authority.   Cooperation 
among  workers  and  managers  would  be  accompanied  by  investments  in  automation 
and  other  "hard"  technologies,  but  these  would  be  used  to  enhance  workers' 
skills  and  productivity,  not  to  displace  them.   Small  firms  and  suppliers 
would  compete  by  capitalizing  on  their  inherent  flexibility  more  than  by 
paying  low  wages . 


Technology  and  Work  Organization 

Reorganization  and  restructuring  in  U.S.  companies  has  been  driven  by 
the  twin  pressures  of  international  competition  (especially  in  manufacturing) 
and  domestic  rivalry  (especially  in  service  industries).   Table  3  summarizes 
features  commonly  found  in  reorganized  workplaces. 
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Table  3 
EMERGING  JOB  AND  ORGANIZATIONAL  DESIGN  PRACTICES  IN  U.S.  INDUSTRY 

1.  Seeking  flexibility,  firms  define  jobs  more  broadly,  with  multi-skilled 
groups  often  taking  over  responsibility  for  a  number  of  tasks.   Sometimes 
broader  skills  and  responsibilities  follow  more  or  less  directly  because 
computer  automation  permits  each  person  to  do  more. 

2.  Training  exposes  employees  to  corporate  goals  and  enhances  motivation. 
sense  of  belonging,  and  commitment.   These  objectives  often  merge  into 
the  development  of  the  contextual  knowledge  employees  need  in  order  to 
understand  how  their  work  affects  the  rest  of  the  firm  and  its  customers. 

3.  Employees  at  lower  levels  may  be  granted  a  sav  in  decisions  on  procedures, 
and  perhaps  equipment,  as  well  as  day-to-day  operations.   Often, 
participation  takes  the  form  of  consultation  between  employee 
representatives  and  the  company's  technical  and  managerial  staff. 

'*.   Managers  may  give  groups  of  workers  some  or  all  of  the  authority  formerly 
vested  in  first- line  supervisors,  including  responsibility  for  quality 
and  for  coordination  with  other  departments. 

5.  In  selecting  new  employees,  companies  may  weigh  motivational  and 
attltudinal  factors,  as  well  as  social  and  communications  skills,  more 
heavily  than  experience.   Some  American  firms  have  adopted  multiple 
levels  of  screening,  with  aptitude  and  perhaps  psychological  tests 
followed  by  interviews  with  both  supervisors  and  prospective  co-workers. 

6.  Pav  scales  may  reflect  an  employee's  skills  (pay  for  skills)  and/or 
performance  (payment  for  results) . 

7.  In  decentralizing,  some  companies  have  replaced  functional  with  product- 
centered  organizations,  intended  to  channel  work  smoothly  and  directly 
from  input  to  output  of  the  system,  creating  a  faster,  more  flexible 
production  process. 

Source :   Worker  Training:  Competing  in  the  New  International  Economy 
(Washington,  DC:  Office  of  Technology  Assessment,  September  1990),  p.  108. 


The  trends  outlined  in  Table  3,  together  with  a  second,  parallel  change 
--  decentralized  computing  --  have  begun  to  reshape  U.S.  workplaces.   No  one 
knows  how  many  U.S.  firms  have  Implemented  high  performance  work  systems,  but 
all  indications  are  that  only  a  small  minority  have  done  so  in  anything 
approaching  a  systematic  way.   Smaller  companies,  in  particular  those  that  do 
not  face  international  competition  directly,  seem  to  be  lagging  both  in  the 
reorganization  of  work  and  in  the  application  of  new  hardware  technologies 
(e.g.,  numerical  control).   As  in  the  case  of  training,  where  small  companies 
underinvest  because  of  market  failures  (lack  of  a  critical  mass  of  employees 
needing  training  at  any  one  tine,  lack  of  experience  and  the  ability  to 
avalua-e  providers  of  training,  higher  than  average  employee  turnover) ,  thara 
are  good  reasons  to  consider  federal  policies  (e.g.,  those  under  category  A  in 
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Table  1)  that  would  help  smaller  firms  become  more  productive  so  they  could 
pay  higher  wages  and  provide  superior  goods  and  services  as  inputs  to  other 
sectors  of  the  U.S.  economy. 

S.  1020 

The  proposed  Workers  Technology  Skill  Development  Act,  S.  1020,  would 
direct  the  Department  of  Labor  (DOL) ,  in  consultation  with  the  Department  of 
Commerce,  to  gather  and  disseminate  information  on  best  practices  in  work 
organization  and  technology  deployment.   S.  1020,  as  introduced,  also  provides 
for  grants  to  labor  unions,  worker  organizations,  and  educational  and  other 
non-profit  institutions  in  support  of  research  aimed  at  identifying  the  best 
new  practices,  as  well  as  technical  assistance  and  information  dissemination 
to  unions,  companies,  and  industrial  extension  services. 


OTA's  analysis  of  S.  1020  suggests  that  the  bill  might  be  strengthened 
by  the  inclusion  of  language  calling  on  DOL  to  coordinate  with  the  Federal 
Mediation  and  Conciliation  Service  (FCMS) .   The  FMCS  offers  training  and 
consulting  services  to  companies  and  unions  through  its  nationwide  network  of 
mediators  (as  part  of  the  FMCS  Preventive  Mediation  program) ,  provides  grants 
to  companies  and  unions  to  promote  labor-management  cooperation,  and  hosts  a 
semiannual  conference  on  labor -management  cooperation.   Given  its  experience 
base,  the  FMCS  could  be  a  valuable  resource  for  organizations  seeking  grants 
under  the  provisions  of  S.  1020. 

It  might  also  be  desirable  to  direct  DOL  to  utilize  advanced  information 
technologies  as  part  of  its  technical  assistance  and  dissemination  activities. 
For  instance,  worker  organizations  and  firms  might  find  it  useful  to  trade 
experiences  via  computer  networks  or  electronic  bulletin  boards.   Finally, 
under  "technical  assistance"  in  Sec.  5  of  S.  1020,  OTA  suggests  specific 
provision  for  grants  that  include  funding  for  consulting  on  organizational 
development.   Facilitators  trained  in  organizational  development  and  sensitive 
to  the  respective  roles  and  goals  of  labor  and  management  can  play  a  critical 
role  in  enhancing  workplace  cooperation.   Experience  shows  that  if 
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facilitators  can  help  create  consensus  and  action  on  smaller  issues,  workers 
and  managers  will  be  more  likely  to  tackle  contentious  subjects  and  move  on  to 
joint  decision-making  at  higher  levels. 


Concluding  Remarks 

Fostering  greater  worker  participation  and  commitment  is  the  next  and 
perhaps  the  greatest  challenge  confronting  the  United  States  as  it  seeks  to 
rebuild  its  international  competitive  standing.   Maintaining  and  raising  U.S. 
living  standards  requires  institutions  that  will  enable  and  encourage  firms  to 

pursue  high-wage,  high-skill  s< egies,  foster  consultatio..  jnd  negotiation 

among  all  parties,  and  help  overcome  a  long  history  of  adversarial  labor- 
management  relations.   OTA's  findings  indicate  that  the  future  of  U.S. 
manufacturing  --  and  productivity  improvements  in  non- traded  sectors, 
including  many  of  the  services  --  depends  on  genuine  participation  by  and 
empowerment  of  front-line  workers.   These  are  necessary  conditions  for 
effective  implementation  of  both  new  technologies  and  new  forms  of  work 
organization. 


Senator  Wofford.  Thank  you  all. 

[Whereupon,  at  12:55  p.m.,  the  committee  was  adjourned.] 
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